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THURSDAY, MAY 3, 1956 
Untrep Srares SEeNnaAre, 
SUBCOMMITTEE ON REORGANIZATION OF THE 
CoMMITTER ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 457, 
Senate Office Building, Senator John F. Kennedy (chairman of the 
subcommittee) presiding. 

Present: Senator John F. Kennedy, Democrat, Massachusetts, Sen- 
ator Norris Cotton, Republican, New Hampshire, Senator Thomas E. 
Martin, Republican, Iowa. 

Also present : Walter L. Reynolds, chief clerk, Miles Seull, Jr., pro- 
fessional staff member, Glenn K, Shriver, professional staff member, 
Mrs. Kathryn M. Keeney, clerical assistant. 

Senator Kennepy. The committee will come to order. 

We will begin hearings this morning on the committee print which 

incorporates basic recommendations of the Hoover Commission relat- 
ing to the Government’s management of warehousing and transpor- 
tation functions. 
The committee print supersedes four other bills, S, 2365, S. 2366, 
. 2469, and S. 2476, introduced in the Ist session of the 84th Con- 
gress, and referred to the Subcommittee on Reorganization, which 
have the same general objectives as the present bill. 

The intent of this legislation is to center greater authority in the 
General Services Administration over the management of Federal 
warehousing and transportation. The bill would ‘accomplish this by 
removing the statutory exemption now granted to some executive 
agencies “from the General Services Administrator's authority over 
those functions vested in him by the Federal Property and Administra- 
tive Services Act of 1949, as amended. 

This bill applies ot the civilian agencies of the Government only. 
It does not affect the operations of the Department of Defense. A|- 
though the bill would eliminate existing statutory exemptions, it 
authorizes the President to continue to exempt the affected agencies by 
Executive order whenever he deems it necessary in the public interest 
or the national security. 

I desire to place in the record at this point a copy of the committee 
print and Staff Memorandum No. 842-8 relating to it. 

(The committee print and staff memorandum are as follows:) 


Q 


{Committee print, April 21, 1956] 
[s. ——, 84th Cong., 2d sess. ] 
A BILL To amend section 602 of the Federal Property and Administrative Ser ices Act 


of 1949 with respect to the procurement and supply of transportation and seontenet 
services 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602 of the Federal Property and 


1 
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Administrative Services Act of 1949, as amended (63 Stat. 399, 40 U. S. C. 474), ig 
amended by adding at the end thereof a new subsection as follows: 

“(h) (1) Except as otherwise provided in this subsection and in the proviso 
in section 201 (a), the provisions of subsection (d) shall not apply to— 

(“A) the procurement and supply of transportation services, including 
the performance of traffic management functions ; or 

“(B) the procurement and supply of storage services, including the opera- 
tion and management of warehouses, supply centers, repair shops, fuel yards, 
and similar facilities. 

“(2) To the extent provided by regulations prescribed by the Administrator, 
the provisions of paragraph (1) shall not apply to the transportation or storage 
of security classified goods. 

“(3) The provisions of subparagraph (A) of paragraph (1) shall not apply 
to the transportation of the mails. 

“(4) The President may by Executive order make such specific exemptions 
from the provisions of paragraph (1) as he deems to be necessary in the public 
interest or for the national security.” 

Sec. 2. It is the sense of the Congress that— 

(a) the Administrator of General Services should utilize to the fullest 
possible extent the authority vested in him by section 201 of the Federal 
Property and Administrative Services Act of 1949 with respect to the procure- 
ment and supply of transportation and storage services ; and 

(b) each executive agency should cooperate to the fullest possible extent 
with the Administrator in the exercise by him of such authority. 

Sec. 3. The amendment made by the first section of this Act shall become 
effective ninety days after the date of the enactment of this Act. 


Apri, 24, 1956. 


STAFF MEMORANDUM 84-2-8, SUBCOMMITTEE ON REORGANIZATION, SENATE 
COMMITTEE ON GOVERNMENT OPERATIONS 


To: Members of the Subcommittee on Reorganization. 
Subject: Analysis of committee print to implement the Hoover Commission’s 
recommendations relating to transportation and warehousing. 


The attached committee print incorporates the basic objectives of 4 bills 
drafted by the Hoover Commission staff, introduced in the 1st session of the 84th 
Congress, as follows: 

S. 2365 (Smathers for Kennedy) (S. 2469, McCarthy), which would center 
greater authority in the General Services Administration relating to the man- 
agement of Government warehouses and storage facilities. 

S. 2366 (Smathers for Kennedy) (S. 2476, McCarthy), which would center 
greater authority in the General Services Administration over Federal trans- 
portation facilities, including traffic-management functions. 

The committee print would implement recommendations of both the First 
Hoover Commission (1947-49) and the Second Hoover Commission (1953-55), 
and is in accord with the basic objectives of Public Law 152, 81st Congress, the 
Federal Property and Administrative Services Act of 1949, which vested in the 
General Services Administration overall responsibility for the procurement of 
supplies, disposal of surplus property, and management of certain other services 
common to the various executive agencies, subject to certain limitations written 
into the act. 

If enacted into law, this legislation would strengthen GSA’s existing author- 
ity over warehousing and transportation by eliminating the statutory exemptions 
of certain executive agencies or programs from that authority, as incorporated 
in Public Law 152,’ as follows: 


1 The committee print applies to “civilian” agencies only. It does not disturb the blanket 
eet aeetes the Department of Defense from GSA authority under sec. 201 (a) of 
ublic Law 152. 
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AGENCIES EXEMPTED FROM GENERAL SERVICES ADMINISTRATION AUTHORITY 


The following civilian agencies or programs conducted thereby are presently 
exempted under the provisions of Public Law 152, section 602 (d), from authority 
of the General Services Administration over warehousing functions : 

. The Department of Agriculture. 

. The Tennessee Valley Authority. 

. The Atomic Energy Commission. 

. The United States Maritime Administration. 

. The Department of State (under Foreign Service Buildings Act). 
. The Central Intelligence Agency. 

The following civilian agencies or programs conducted thereby are presently 
exempted under the provisions of Public Law 152, section 602 (d), from authority 
of the General Services Administration over transportation functions: 

. The Department of Agriculture. 

. The Tennessee Valley Authority. 
3. The Atomic Energy Commission. 

. The Post Office Department. 
5. The United States Maritime Administration. 
6. The Central Intelligence Agency. 

In addition to the above, it is the staff’s view that the International Coopera- 
tion Administration is exempted from the provisions of Public Law 152 by sec- 
tion 602 (d) (2) of that act which exempts “any executive agency with respect 
to * * * foreign aid, relief, or rehabilitation.” 

It is the contention of the Hoover Commission that the validity of most of 
these exemptions which were incorporated in Public Law 152 when it was en- 
acted by Congress, with certain exceptions subsequently noted, no longer exists. 
The Commission contends that substantial economies would result from greater 
supervision and coordination by GSA. 


abot 


AUTHORITY TO THE PRESIDENT TO CONTINUE TO EXEMPT AGENCIES IN THE 
PUBLIC INTEREST 


Although the committee print would lift the statutory exemption of various 
agencies, it would vest authority in the President to exempt agencies from the 
Genera! Services Adminisrator’s authority by Executive order whenever the 
Chief Executive deems necessary in the public interest or for national security. 

Moreover, it specifically provides that the authority granted the GSA Admin- 
istrator shall not apply to the warehousing or transportation of security classi- 
fied materials, nor apply to the transportation of the mails by the postal service 
which presently is exempt from GSA authority. Each of these exemptions 
accords with the Hoover reports. 


THE HOOVER COMMISSION RECOMMENDATIONS 


On transportation 


The Second Hoover Commission in its report to the Congress on Transporta- 
tion (pp. 91-92), March 1955, made the following recommendations relating to 
transportation. 

Recommendation No. 20: (a) That existing laws be modified to provide that 
civilian agencies now exempted from central traffic management by the General 
Services Administration be no longer exempted, except for the movement of the 
mails or for the movement of security-classified goods. 


On warehousing 


The Second Hoover Commission in its report to the Congress on Depot Utiliza- 
tion, May 1955, made the following recommendation relating to warehousing 
(p. 25). 





4 WAREHOUSING AND TRANSPORTATION 


Recommendation No. 2: (b) That the Congress give to the General Services 
Administration the necessary authority to integrate into its own control, or to 
compel coordination of all civilian agency storage. 

Each of these recommendations was based upon comparable recommendations 
made by the Commission’s task forces in these respective fields. 


THE GENERAL PROBLEM 
Transportation 


The Hoover Commission points out that 10 separate executive agencies perform 
transportation functions, operate independent traffic management organizations 
and maintain independent tariff files as follows: 

1. The Atomic Energy Commission. 
2. The Civil Aeronautics Administration, Department of Commerce. 
3. The Coast Guard, Treasury Department. 
. The Commodity Stabilization Service, Department of Agriculture. 
. The Forest Service, Department of Agriculture. 
3. The Maritime Administration, Department of Commerce. 
. The Bureau of Public Roads, Department of Commerce. 
.. The Bureau of Reclamation, Department of the Interior. 
9. The Tennessee Valley Authority. 
10. The Veterans’ Administration. 
Warehousing 

GSA operates storage facilities for various civilian agencies comprising about 

18,583,000 square feet of covered space, of which strategic materials occupy about 


8,370,000 feet. Other civilian agencies operating storage facilities, independent 
of the General Services Administration, follow : 


Veterans’ Administration_____ 

Atomic Energy Commission 

Department of Agriculture 70, 646, 000 
Department of the Interior 3, 971, 000 
Department of Commerce__-. 6, 284, 000 
Department of the Treasury 2,151, 000 
Other 4, 495, 000 


97, 593, 000 


The Hoover Commission emphasizes there is no central point of management 
or responsibility within the Government for these functions, although several of 
the above listed agencies coordinate their activities with the General Services 
Administration in these areas. It maintains that the General Services Admin- 
istration should have authority to either (1) supervise, or (2) coordinate these 
activities throughout the Government, including those of agencies exempted by 
Public Law 152. 

Comments of affected agencies 


(Agency comments were originally requested upon S. 2365 and 8. 2366. The 
revised committee print eliminates some of the agency criticism of those bills, 
but not the fundamental objections to their overall purpose. Agency comments 
still applicable to the committee print follow. ) 
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COMMENTS ON S&S. 2365—-TRANSFERRING WAREHOUSING OR STORAGE FACILITIES 
TO GSA 


Approval or 


Agency opposition 


Bureau of the Budget Approves. .... 


The Comptroller General 


General Services Administration - - ....-- | Approves... .- 
Department of Agriculture | Opposes 


Tennessee Valley Authority 





Atomic Energy Commission 


Department of Commerce 


Department of State 


Remarks 


Provided the President is authorized to exempt 
agencies from GSA authority by Executive 
order in the public interest or for security 
reasons. 

Maintains operating agencies can better deter- 
mine their storage needs; that agencies such 
as TVA, Agriculture, etc., having special 
warehousing problems directly connected 
with their operating programs should retain 
control over them; and that present statutory 
authority is sufficient to coordinate govern- 

| mentwide warehousing programs. 

| (Comments not available to date.) 


.| As relates to price-support programs, the 


| mational school lunch program, and certain 
other programs because storage of agricultural 
commodities is integral part of the Depart- 
ment’s overall statutory-operating program. 

Because construction of steam-generating plants 
requires close coordination of storage facilities 
which should be controlled by the construct- 
ing agency. Operational responsibility also 
should be maintained for storage facilities for 
completed plants, for equipment for trans- 
mission lines and raw materials for TVA 
chemical plants. Maintains that in special 
programs where storage is a component of 
operations, the operating agency must control 
inventories in interest of maximum efficiency 
and economy. Points out that TVA now 
procures a large portion of its office supplies 
through GSA _ divisional warehouse in 
Atlanta, Ga. 
As relates to nuclear materials, AEC contract 

| inventories and other restricted materials. 
States GSA operation would violate sec. 52 of 
Atomic Energy Act of 1954 which gives AEC 
responsibility for control of all nuclear ma- 
terial under the jurisdiction of the United 
States. 

As relates to elimination of statutory exemptiou 
of the Federal Maritime Administration from 
the General Services Administration’s 
authority. 

As relates to the State Department’s responsi- 
bilities under the Foreign Service Buildings 
Act of 1926. 
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COMMENTS ON &. 2366—-TRANSFERRING TRAFFIC MANAGEMENT FUNCTIONS TO: 



















GSA 
Agency | Appaoval or Remarks % 
opposition | 
Bureau of the Budget--..........-......- Approves. ....| However, questions advisability of transferring: f 
7 traffic functions of the Atomic Energy Com- fa 
mission and the Department of Agriculture, fa 
The Comptroller General occ adwnsel i D0. dcanun Endorses centralized control of traffic-manage- 


| ment functions in the General Services i 
Administration to eliminate duplications, ha 
reconcile differences in policies and achieve 
governmentwide economies in operation. 

dante 2 ik smits | Endorses authority to the President to exempt 

| | agencies from GSA control by Executive 
| order in the national interest. Maintains 
| that GSA ‘can capably represent the Depart- 
| ment of Agriculture in its capacity as a : 
| _ shipper,” i 
Department of Agriculture -.-.......-.-- | Opposes.......| Maintains that traffic management relating to 
| | price support, commodity stabilization and 
| other agricultural programs is an integral 
| eomponent of such operating programs, 
Contends that diffusion of responsibility 
| would gravely impair the efficiency of its 
| | Statutory programs. 
Tennessee Valley Authority....-........ Sid Gi seasuie Emphasizes that traffic management is insep- 
| arably related to construction, procurement, J 
| warehousing and power generating opera- y 
| tions. Maintains that transfer of respon- j 
| sibility to General Services Administration 
| could seriously :utpair the financial success 
of TVA’s power generating program since 
transportation of coal for steam plants 1s a 
significant factor in overall power generating 
} | costs. Notes that the Hoover Commission 
| | task force characte — TVA traffic manage- 
ment operations as ‘‘outstandingly good.’’ 

Atomic Energy Commission.........-..- | Approv a | Provided transportation of security classified 

material is exempted, as the committee print 
i provides. 
Department of State.............-..--..- | Opposes.._-.-- As relates to the State Department’s respon- 4 
| | sibilities under the Foreign Service Buildings i 
Act of 1926. 


a 


aie 


General Services Administration - - - - . 



















































Nore,.—Staff has arranged for a conference with State Department officials to determine reaction to the 
possible impact upon the Internationa] Cooperation Administration’s overseas operations under sec. 602 
(d) (a) mentioned under the previous heading “Agencies Exempt From GSA Authority.” 


CONCLUSIONS 





The Hoover Commission’s objective is to center greater authority in the General 
Services Administration for the management of the Government’s warehousing 
and transportation operations. 

The attached committee print would accomplish this by removing the statutory 
exemptions now granted certain executive agencies from the General Services 
Administrator’s authority over those functions as provided in Public Law 152. 
The Department of Defense is not affected. 

If the legislation is enacted, the Administrator’s authority to prescribe policies, 
operate storage facilities, and procure transportation services would become 
applicable to the presently exempted agencies, subject to Presidential exemption 
as hereafter discussed. 

Extension of the General Services Administrator’s authority to include the 
Tennessee Valley Authority, the Department of Agriculture’s price-support pro- 
grams and the Department of State’s overseas programs, should be weighed 
carefully in view of the impact upon the operations of those special programs. 

In the staff’s opinion, there is considerable merit to TVA’s position that it 
should retain full responsibility for all integral components of its power-generat- 
ing programs; to the Department of Agriculture’s contention that warehousing, 
transportation, and ultimate disposal of agriculture commodities are inseparably 
related to the conduct of statutory programs, and to the Department of State’s 
conviction (expressed in conferences with the staff) that it should retain responsi- 
bility for all phases of its overseas programs. (See the attached letters from the 
Tennessee Valley Authority and the Department of Agriculture. ) 

Removal of the statutory exemptions as proposed by the committee print would 
not mean necessarily that the General Services Administration would at once take 
over warehousing or transportation functions of the affected agencies. Section 
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1 (h) (4), page 2, of the committee print empowers the President to continue to 
exempt the agencies affected by this legislation from the provisions of Public 
Law 152 whenever he deems necessary in the public interest or the national 
security. 

It seems reasonable to assume that if the statutory exemptions are removed, 
the President would probably continue the exemptions of TVA, the Department 
of Agriculture and possibly other agencies until such time as the executive 
branch conclusively determines the advisability of vesting responsibility for their 
functions in GSA. This procedure, in effect, substitutes “executive” exemptions 
for “statutory” exemptions, thus giving the executive rather than the Congress 
the responsibility for determining whether exemptions of the affected agencies are 
justified. 

However, the continuation of exemptions is subject entirely to the President’s 
discretion. Should the Congress remove the statutory exemptions—and should 
the President not continue or restore them—authority for the programs affected 
would be vested directly in GSA. 

Mixes ScuL., Jr., 
Subcommittee on Reorganization, Professional Staff Member. 


Senator Kennepy. The first witness this morning will be Mr. Frank- 
lin G. Floete, Administrator, General Services Administration. 
Do you have a prepared statement, Mr. Floete ? 


STATEMENT OF FRANKLIN G. FLOETE, ADMINISTRATOR; ACCOM- 
PANIED BY MAXWELL H. ELLIOTT, GENERAL COUNSEL; GORDON 
M. SMULL, DEPUTY COMMISSIONER, TRANSPORTATION SERVICE; 
THOMAS A. KENNEDY, ASSISTANT GENERAL COUNSEL, TRANS- 
PORTATION, UTILITIES, AND ADMINISTRATION DIVISION; AND 
STEVEN S. DAVIDS, CHIEF, OCEAN TRAFFIC BRANCH, GENERAL 
SERVICES ADMINISTRATION 


Mr. Friorre. No, sir; I do not have a formal, written statement. 

Senator Kennepy. We will be glad to hear from you. I under- 
stand you are accompanied by Mr. Maxwell H. Elliott, counsel of the 
General Services Administration. 

Will you proceed ? 

Mr. Friorre. Mr. Chairman, and Senator Cotton, I will address 
myself more to my understanding and intentions with reference to 
what GSA would do if this bill became a law, rather than to the de- 
tails, which I assume you will cover by specific questions. 

I subscribe fully to the intent of the Hoover Commission reports 
on this subject. I believe they are sound; I believe it is most desir- 
able that they be effected. 

In my pyperienne in the Department of Defense, I had a good deal 
to do with the warehousing situation. We were instrumental in cross- 
servicing on warehouse matters within the Department of Defense to 
quite a notable degree about a year ago when the Army turned over 
to the Air Force in excess of 10 million square feet of surplus ware- 
house space, thereby making it unnecessary to build that amount 
which the Air Force badly needed. 

So I do subscribe to the general theory of cross-servicing of all 
warehousing facilities. I believe that there is some question as to 
the extent to which GSA should attempt, in its initial steps, to take 
over the actual operation. 

In determining policies and plans and procedures, however, I think 
that should be implemented at once. The exemptions which would 
be removed by the proposed bill could nevertheless be reinstated upon 
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Presidential Executive order, and I think in each case those should 
be thoroughly examined to see that GSA is competent to take over 
the particular responsibility. 

It would be in my intent, however, to so develop the particular 
divisions in GSA relating to warehousing and supply and to transpor- 
tation and utilities, to the point where they could effectually handle 
that responsibility. 

I believe that expresses my own feeling about the matter. 

Now, from there on, I assume that you will proceed by means of 
questioning. 

Senator Kennepy. Senator Cotton ? 

Senator Corron. I would have you go ahead first, Mr. Chairman. 

Mr. Froerre. I would like to make one more statement. 

I believe that section 2 of the committee print would be very help- 
ful, since it not only expresses the desire of Congress to see that the 
civilian agencies fully cooperate, but it also would effectually put 
responsibility upon GSA to get their house in order so they would 
properly perform their function. 

Senator Kennepy. If this bill is enacted into law, is it the inten- 
tion of the GSA to prescribe transportation policies for these agencies 
in accordance with the transportation policies that now are in effect 
for agencies under your control, or do you intend actually to oper- 
ate their transportation services ¢ 

Mr. Frorre. Well, it seems to me that initially there should be a 
single traffic file. a uniform traffic manual, and a single rate negotia- 
tion authority. 

Now, I do not initially think we should go very fast on any of these 
steps, but I think on those policy and procedure matters, we should 
go at once. 

Senator Kennepy. Has anybody in your agency studied the trans- 
portation procedures of these agencies which under this bill would 
be brought under your control ? 

Mr, Enxiorr, Yes, sir. As Senator Kennedy perhaps knows, shortly 
after the Hoover Commission recommendations came out, the trans- 
portation and utilities functions that were scattered through GSA 
were centered in a central service. 

We have here Mr. Gordon Smull, of our Transportation Service, 
who is familiar with these traffic manuals of the other agencies, if you 
wish to ask him specific questions on them. He has made a study of 
them, and is prepared to 

Senator Kennepy. What I was interested in was to find out whether 
it is your opinion that there might be substantial differences between 
transportation policies now followed by the GSA with the agencies 
over which you have supervision as far as transportation goes, and 
these agencies which have been exempted but which would no longer 
be exempted if this bill were passed. 

Mr. Smutu. We have not had the capacity to make a complete study. 
T could merely express an opinion—— 

Senator Kennepy. That would be satisfactory. 

Mr, Smut. That there are differences in existing policies. We are 
not uniform. 

Senator Krennepy. Is it the opinion of GSA that there would be 
a measurable increase in efficiency or economy if these transportation 
policies were not under the direction of exempted agencies? 
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Mr. Smut. It is my opinion that we would be following the prac- 
tice of industry—and industry, living on efficiency, has done just this 
type of consolidation and centralized direction—and there would be 
definite improvement in procedures, practices, and polteies. 

Senator Kennepy. How much money is expended by GSA for its 
traffic management organization, in the maintenance of traffic files, 
and so on, at the present time ? 

Mr. Smut. I could get that figure. I don’t have it here, 

(In reference to Senator Kennedy’s question, the following in- 
formation was submitted for the record :) 

Aside from the special services performed for the International Cooperation 
Administration and other such agencies for which we are reimbursed, the budget 
for 1956 provides funds in the amount of $558,000 for traffic management ac- 
tivities and $283,000 for shipping services which aré performed fOr the Emer- 
gency Procurement Service. 

Senator Kennepy. Do you know how much these other agencies 
expend for the management of their traffic organizations ? 

Mr. Smutu. We haven’t had the capacity in numbers of peonle to 
make that study. 

Senator Kennepy. As to warehousing, is it your intention that you 
would prescribe general policy directives for these agencies to follow 
in carrying out their warehousing operations, or that you would ac- 
tually operate their facilities ? 

Mr. Fioere. I think that we in some cases should actually take 
over operation, and in others prescribe policies and procedures under 
which they should operate. I don’t believe you can make one hard 
and fast rule on the subject. 

Senator Kennepy. Let us discuss these figures on warehousing. 
The Hoover Commission task force says GSA operates facilities for 
various Civilian agencies comprising about 18 million square feet of 
covered space, of which strategic materials occupy about 8,370,000 
feet. 

Of other civilian agencies operating storage facilities, independent 
of GSA, the Veterans’ Administration occupies 4 million-odd, De- 
partment of Agriculture 70 million, and the Department of Com- 
merce 6 million square feet of storage space. 

In other words, the total of the independent agencies would amount 
to about 97 million square feet; and. you at. the present time are. con- 
trolling about 18 million square feet. 

Mr. Forres. Yes, sir. 

Senator Kmnnepy. This would be a tremendous increase in your 
responsibilities if you took over the operations of these other agencies. 
Is it the contention, or the opinion, of GSA that this would result 
in a substantial saving if your control over space in warehousing 
were increased five times ? 

Mr. Froere. Well, I think by proper cross-servicing and proper 
utilization of existing warehouse space, that we should be able to re- 
duce the total number of square feet that would be occupied. I think 
even in the case of GSA it may be possible that today we have access 
space that could be utilized for some other agencies. 

Of course, 70 million of this 116 million square feet are.occupied 
by Agriculture, and I assume that most of that is for the storage of 
surplus agricultural commodities. 
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I don’t know whether GSA ought ever to have anything to do with 
that particular thing. I think that one would need a lot of careful 
study. 

Senator Kennepy. Do you think it would be desirable to exempt 
them, or that we should rely on the authority given the President 
to exempt any agency when he decides it is in the public interest ? 

Mr. Frioere. I think the latter. 

Senator Kennepy. The argument has been made by some of these 
agencies, that where they have the responsibility for a program they 
should have the control over functions which are as vital as trans- 
portation and warehousing. They contend that if this were removed 
from them it would make their operation more inefficient and less 
economical. 

Do you have an opinion on that ? 

Mr. Fioere. I am sorry, I didn’t quite get the question. 

Senator Kennepy. The point has been made by some of these af- 
fected agencies that since they have heavy responsibilities given to 
them by the Congress, if functions as important as transportation and 
warehousing were taken away from them, this might affect the effi- 
ciency with which they conduct their present programs. 

Mr. Fiorre. Well, I don’t believe that argument is valid as to gen- 
eral warehousing. I mean, it doesn’t seem to me there is anything very 
complicated about warehousing. It is a matter of efficiency; and if we 
can perform it more efficiently for the Government as a whole, then it 
is a desirable thing to do. 

As to transportation, I think still we are going to be largely in an 
advisory capacity : trying to determine policies, and to eliminate dupli- 
cation in various fields. I don’t see where that is going to interfere 
with the functions of another agency. 

Senator Kmennepy. What evidence do you have, or do you have an 
opinion, as to whether you could carry out these responsibilities more 
efficiently than the presently exempted agencies ? 

Mr. Froere. Actually, sir, I don’t 

Senator Kennepy. No comparative s:udy has been made ? 

Mr. Fiorre. No, sir. They may be carrying them out in a most 
efficient manner, I don’t know. 

Mr. Exurorr. If I could in‘erject, Senator Kennedy, there is one 
place where I am not saying they are inefficient or we are inefficient, 
but it is a fact that several Government agencies are compe‘ing for 
ocean transportation, and thereby driving up prices for Uncle Sam. 

Senator Kennepy. Do you have any other examples where there is 
such a situation as that ¢ 

Mr. Exxiorr. I think Mr. Smull could tell you. 

Mr. Smut. I think ocean transportation is your primary example 
in the general rate adjustment field. There is no competition, as such, 
in land transportation. 

Senator Kennepy. Perhaps we can hear from some of the other 
agencies. Then perhaps we could come back to you for further 
comment. 

Mr. Fioerre. All right, sir. 

Senator Kennepy. Mr. Scull would like to ask a question. 

Mr. Scutu. Mr. Floete, I would like to address a question to Mr. 
Elliott, if it is agreeable with you. 

Mr. Fioere. Yes, sir. 
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Mr. Scuuu. Mr. Elliott, is it your opinion that Public Law 152 gives 
GSA the authority to actually operate transportation services, or is 
this authority limited to the prescribing of policies, regulations, and 
methods ¢ 

Mr. Exuiorr. It is my opinion that Public Law 152 gives to GSA 
both authorities, to prescribe policies and methods, and to operate. 
They might do one or the other or they might do a combination. 

Mr. Scutu. If GSA is given the authority to actually operate, is it 
your opinion that GSA’s ‘Transportation Division is presently staffed, 
financed, and equipped to operate the transportation services, for 
example, of TVA? 

Mr. Ex.iorr. I would say no, that they are not presently staffed 
and financed to take over the actual operation. Of course, in the TVA 
you have a special situation. I do not mean to imply that the TVA 
in total is a special situation, but a great deal of their transportation 
is involved in two commodities, coal and phosphate, fertilizer, and in 
those they have developed unquestionably some very efficient special 
techniques. 

It might well be that that phase of their activities in any event 
should not come under any GSA operation, even if we were equipped 
to take it over, which we are not. 

However, there might be other types of transportation which, if we 
were equipped, we might take over with benefit to them and to us. 
To answer your specific question, we are not presently equipped, and 
that is true not only respecting TVA but of other agencies. 

It is which comes first, the chicken or the egg. You can’t get your- 
self staffed and financed until you have got the job to do. 

Mr. Fiorrn. You understand, of course, that this Transportation 
Division was only set up in GSA last August, I believe, as a separate 
unit. Prior to that time it had not been very active, so most of the 
activity has occurred since then. 

I understand that what Mr. Elliott says is correct. 

Mr. Scutt. Mr. Floete, I would like to put the same question in a 
little different way with regard to the Department of Agriculture’s 
price support programs. I think, based on your first answer, we might 
assume that GSA at the moment is not equipped to actually operate 
Agriculture’s elaborate transportation program for the movement of 
grain, foodstuff, and other commodities, in maximum amounts. Do 
you subscribe to that, sir? 

Mr. Exxtorr. I would subscribe to that. However, I would also 
remind you of what Mr. Floete said earlier, that there are certain 
initial management steps that could be taken; notably, the question 
that was brought up about a uniform freight traffic management 
manual. 

It may be that they have in their manual, or AEC has in its manual, 
‘some ‘things that are desirable for the whole Government; and it may 
be that ours has some aspects that are desirable for the whole Gov- 
ernment. 

I think the important thing is to have a central authority where 
all of the good points can be put together and uniformly applied. 

But getting back again to your question, of course the answer, as 
far as operations is concerned, is that we are not equipped to take 
them over. 
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Mr. Scuii. But you believe you could provide some overall traffic 
Management service ? 

Mr. Exnsorr. Yes—beg pardon ? 

Mr. Scutz. You believe you could provide management service. 

Mr. Exuiorr. Right. 

Mr. Fioere. It seems to me that is essentially what we tried to do 
in the Department of Defense, to get policies that were uniform for 
each of the services in that case; but there were many instances where 
the same type of thinking would apply to the other agencies, that is, 
we can be a coordinating group for the determination of policies 
which can effectively help the situation, even though we are not in 
the operation itself. 

Mr. Scuui. Mr, Elliott, the Secretary of Agriculture, as you are 
aware, is presently exempted from the provisions of Public Law 152 
with respect to section 201 of the Agricultural Adjustment Act of 
1938. 

Mr. Exasorr. That is right. 

Mr. Scutt. And with respect to section 203 (j) of the Agricultural 
Marketing Act of 1946. 

Mr. Exxiorr. Right. 

Mr. Scuutz. Would the lifting of this exemption with respect to 
these two agricultural acts impair or have any effect upon the Secre- 
tary of Agriculture’s representation of the farmers ¢ 

Mr. Exuiorr. Since the enactment of the Federal Property Act 
in 1949, GSA has always had the opinion that our responsibility to 
represent the Government in appearances before the regulatory bodies, 
in this case the ICC, is to represent the interests of the Government 
as a shipper under the two acts which you cited. The Secretary of 
Agricultural has the responsibility to represent what you might call 
the farming community of the agricultural community with respect to 
the movement of farm products. 

In other words, agriculture is the spokesman, if you will, for the 
farming community as to how a change in rates would adversely affect 
private shipments of farm products. And it has never been our 
opinion that GSA had any authority in that field. 

I believe, sir, that a question has been raised as to whether or not 
the removal of the exemption might not, by implication, deprive the 
Secretary of Agriculture of that authority. 

Mr. Scuww. That is right. 

Mr. Exxiorr. That was not our intention, and certainly we don’t 
think we should take over. Our job is with respect to the Government 
as a shipper; and if there is any question, we would recommend, to 
eliminate it, an addition to the bill. 

I have some language here, if you would care to have me read it. 

Senator Kennepy. Yes. 

Mr. Ex.isorr. We would suggest an addition on page 2, lines 11 and 
12, paragraph (h) (3), in the committee print, which would say: 

(3) The provisions of subparagraph (A) of paragraph (1) shall no apply to 
the transportation of the mails or to the authority of the Secretary of Agricul- 
ture under section 201 of the Agricultural Adjustment Act of 1988 (52 Stat. 36) 
and section 203 of the Agricultural Marketing Act (60 Stat. 1087). 

I believe that is the intent as it is now, but if you put it in, then 
that will make it crystal clear. 
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Senator Kennepy. The subcommittee will consider the suggestion. 

Mr. Exxzorr. Thank you, Senator Kennedy. 

Mr. Scutu. Mr. Floete, section 2 of the committee print expresses 
the sense of the Congress with respect to the General Services Admin- 
istrator’s exercise of his authority. It reads in part as follows: 

It is the sense of the Congress that-— 

(a) the Administrator of General Services should utilize to the fullest possible 
extent the authority vested in him by section 201 
of the Federal Property and Administrative Services Act of 1949. 

An subsection (b), that: 
each executive agency should cooperate to the fullest possible extent with the 
Administrator in the exercise by him 
of this authority granted him by Public Law 152 in 1949. 

In your opinion, does this reaffirmation of the basic authority in 
Public Law 152 give the GSA Administrator any additional authority 
which he does not now presently possess under Public Law 152? 

Mr. Froere. I wouldn’t think that it gave additional authority. Ac- 
tually, it reaffirms the authority that was contained in section 201. I 
beleive it reaffirms the section 205 clause (h), which requires the Ad- 
ministrator to— 
advise and consult with interested Federal agencies with a view to obtaining their 
advice and assistance. 

But I think it would be very helpful, because so far as I know, there 
is no clause in the GSA Act such as section 2 (b). So I think it would 
help us with the agencies, and I think the etfect of this is to certainly 
tell GSA to become more active under the authority they now have. 

That is the way I would interpret it. 

Mr. Scuti. May I ask Mr, Elliott for his legal interpretation of the 
effect of this section 2, sir? 

Mr. Exxiorr. I think Mr. Floete has expressed it admirably. I have 
nothing more to add to that statement, sir. 

Mr. Scuty. Let me say it this way: Would section 2 of the commit- 
tee print in any way affect the present. limitations or qualifications or 
requirements upon the General Services Administrator’s authority 
under section 201 of Public Law 152% 

Mr. Exxrorr. No, sir. 

Mr. Scutxz. In other words, it would not affect the requirement that 
he must consult with agencies ? 

Mr. Exxiorr. Well, not only the requirement that he must consult 
with agencies, but there are three basic requirements, really. Two 
of them are in 201, and one in 205, 

First, he must make some determinations. When he institutes an 
action, whether it be a management action or an operational action, 
he must make a determination that it is going to have an improved 
result, either in economy or efficiency or service. I mean, he cannot 
initiate an action merely for the sake of doing it. It has got to bring 
a benefit to the Government, and he must determine that. 

Second, in taking that action he must give due regard to the pro- 
gram activities of the agencies concerned. He must take it in such a 
way to see that it will not interfere, that by taking a traffic action. he 
does not bog down a program action. It must help the program action. 

Third, he must consult with the other agencies, 

77494—56——2 
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And those are left completely unimpaired, sir, by section 2. TI do 
not concede that section 2 removes those in any respect whatsoever. 

Mr. Scutz. Mr. Floete, would you agree, sir, that the basic effect of 
this committee print, if enacted, would be to transfer the authority 
to exempt executive agencies from the provisions of Public Law 152, 
from the Congress to the Executive? In other words, would not the 
committee print substitute Executive exemptions, exemptions made 
by the President upon the advice of his staff, for statutory exemptions 
made by the Congress ¢ 

Mr. Frorrr. That isthe way I understand it, sir. 

Mr. Scuti. And you approve of that, sir ? 

Mr. Fioere. Yes, sir, I do. 

Mr. Ex.iorr. Mr. Scull, if I could make one other comment on this 
section 2, which is the sense of the Congress. 

Mr. Scutu. Yes, sir. 

Mr. Exxiorr. With reference to consultation with other agencies, I 
feel that we are still under a full legal and sound administrative 
duty to carry on the consultations; but I think that by section 2 the 
Congress is saying, both to us and the other agencies, “Have a rea- 
sonable time elapse for consultations, and then make a decision and 
move. Don’t carry on consultations for years and do nothing.” 

Mr. Scutx. In other words, you believe there should be a terminal 
date for consultations ? 

Mr. Exxiorr. Yes, sir; that is right. 

Mr. Scoitu. That is all. 

Senator Kennepy. The Hoover Commission Task Force Report on 
Transportation, on page 51 states : 


The (GSA) Traffic Management Division has been subordinated to Procure- 
ment rather than coordinated with it. 


And— 


Unless Traffic Management has a status equal to and independent of Procure- 
ment, as recommended by the prior Hoover Commission, it cannot function ef- 
fectively to control transportation. 

Has that been changed ? 

Mr. Exxiorr. Yes, sir, it has been changed. As Mr. Floete pre- 
viously testified, he has set up a traffic management and public utili- 
ties service independent of Procurement and supply, and independent 
of EPS and Public Buildings Services, and coordinate with them on 
the same level, responsible to Mr. F loete. 

Senator Kennepy. Mr. Elliott, I wonder if it is possible for the 
subcommittee to secure an analysis of the Hoover Commission recom- 
mendations that could be effected administratively, showing what ac- 
tion has been taken on each ¢ 

Mr. Exxiorr. I am sure it is, Senator Kennedy, if you will remem- 
ber that, of necessity, it would have to be uncertain as to time of final 
execution of those recommendations. 

Senator Kennepy. We would like to have such a progress report. 
It would be very helpful to us. 

Mr. Exxiorr. Yes, sir. 

Senator Kennepy. Have you made any analysis of what percentage 
has been implemented ? 

Mr. Froere. Of all of the Hoover recommendations? 

Senator Kennepy. As far as they apply to GSA and could be ef- 
fected administratively. 
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Mr. Extiorr. We are talking about transportation and storage? 

Senator Kennepy. That is correct. 

Mr. Exssorr. With respect to storage, I will be perfectly frank, we 
have not yet started in that field, one of the reasons being, as the 
Commission itself noted, that the authority of GSA to assign and re- 
assign GSA’s apace is not entirely clear. 

Maybe Mr. Smull can answer the question. 

Mr. Smuuu. As I recall, there are approximately 10 recommenda- 
tions that apply to transportation. Within the limits of our capacity, 
and I mean by that numbers, we have effected compliance. 

As a general statement, because of these limitations, I would say 
compliance is somewhat in the area of 50 or 60 percent. 

Senator Kennepy. Well, perhaps the subcommittee staff can get in 
touch with you as to how detailed a report we would like to have. 

Mr. Smvuti. We have actually prepared such a report, which I 
think is going to Mr. Floete’s office at this time. 

(This information is on p. 93.) 

Senator Kennepy. Senator Martin ? 

Senator Martin. No questions. 

Senator Kennepy. Almost every agency of the Government affected 
by this bill, with the exception of GSA, GAO, and the Bureau of the 
Budget, opposes it—and the Bureau of the Budget supports it only 
if the President is authorized to continue the exemptions in the public 
interest. 

Could we get a more detailed analysis as to exactly how this bill 
would assist us in securing more efficient administration of the areas 
of Government it affects ? 

Mr. Fiorte. We will supply it. 

Senator Krennepy. Because, as I say, if it is going to be opposed 
by all these agencies, the burden of proof rests not only with the Hoover 
Commission, but also with GSA. 

Mr. Fioere. We will be very glad to do it. 

Senator Kennepy. Thank you very much. 

(See statement of Herbert K. Hyde, commissioner, transportation 
and public utilities service, General Services Administration, p. 90.) 

Senator Kennepy. The next witness will be Robert F. Keller, As- 
sistant to the Comptroller General, representing the Comptroller Gen- 
eral. 

Mr. Keller, you have a written statement, I believe. 


STATEMENT OF ROBERT F. KELLER, ASSISTANT TO THE 
COMPTROLLER GENERAL 


Mr. Ketter. Yes, sir. It is a short statement, Mr. Chairman. With 
your permission, I would like to go ahead with it. 

Senator Kennepy. Will you proceed with it. 

Mr. Ketier. Mr. Chairman and members of the subcommittee, in 
response to your request, we are giad to appear before you to give 
our comments with respect to the Committee Print dated April 21, 
1956, which we understand is to be considered by the subcommittee 
in lieu of S. 2365 and S. 2366. 

The Committee Print is designed to implement two recommenda- 
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tions of the Commission on Organization of the Executive Branch of 
the Government. These recommendations are: 


Recommendation 20 (a) of the Commission’s Report on Transportation is as: 


follows: 

That existing laws be modified to provide that civilian agencies now exempted 
from central traffic management by General Services Administration be no 
longer so exempted, except for the movement of the mails or for the movement of 
security-classified goods. 


And: 


Recommendation No. 2 (b) of the Commission’s Report on Depot Utilization 
as follows: 

That the Congress give to the General Services Administration the necessary 
authority to integrate into its own control, or to compel coordination of, all 
civilian agency storage. 

The Committee Print would remove the statutory exemptions now 
contained in section 602 (d) of the Federal Property and Administra- 
tive Services Act of 1949, insofar as such exemptions pertain to (1) the 
procurement and supply of transportation services, including the per- 
formance of traffic management functions; and (2) the procurement 
and supply of storage services, including the operation and manage- 
ment of warehouses, supply centers, repair shops, fuel yards, and simi- 
lar facilities. 

Under the provisions of the Committee Print, the military depart- 
ments would retain their present authority for exemption under sec- 
tion 201 (a) of the Federal Property and Administrative Services 
Act. 

In addition, the Committee Print would exempt, to the extent pro- 
vided by regulations of the Administrator of the General Services 
Administrat’9n. the transportation or storage of security classified 
goods, and the transportation of mails. 

It is further Somat that the President may by Executive order 
make such specific exemptions as he deems necessary in the public 
interest or for the national security. 

Insofar as the performance of traffic management functions is con- 
cerned, we believe that the proposed legislation will strengthen the 
authority of the Administrator of the General Services Administra- 
tion, assuming all exemptions now granted by law would not be 
continued by Executive order. 

A stronger centralized control over traffic management functions 
should result in more uniformity and should serve to eliminate certain 
duplications which are inherent in the present arrangements. 

We believe. also, that a stronger centralized authority over traffic 
management functions should bring about considerable savings in the 
expenditures of the Government for transportation. 

With reference to giving General Services Administration increased 
authority over the storage services, including the operation and man- 
agement of warehouses, supply centers, repair shops, fuel yards, and 
similar facilities, we do not feel that there is as good a case for change 
as there is in the traffic management field. 

Some of the agencies now specifically exempted from the provisions 
of the Federal Property and Administrative Services Act operate 
warehouses, and so forth, established entirely for special program 
operations which have no overall governmentwide consideration. In 
these cases it would seem that the operating agency is in the best posi- 
tion to determine its own needs and, unless the General Services Ad- 
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ministration had full knowledge of those needs, the program of the 
agency involved could be seriously affected. 

Of course, these cases could be handled by.exemption under Execu- 
tive order. 

It is recognized that the proposed legislation does not of itself place 
more authority in the General Services Administration. The ques- 
tion of whether the General Services Administration will be given 
increased authority over the agencies now exempted will depend upon 
the authority exercised by the President in making exemptions. 

We think it entirely proper to reexamine the exemptions now in- 
cluded in the law to see if any such exemptions should be withdrawn 
or modified, and we see no objection to the executive branch of the 
Government performing this duty. 

We have some question as to whether the actual wording of the 
committee print changes the authority of the Administrator of the 
General Services Administration under section 201 of the Federal 
Property and Administrative Services Act of 1949. We assume that 
no hare is intended. 

If this be the case, we suggest that the new section (h) (1) (A) be 
amended to read: 


(A) the authority of the Administrator under section 201 (a) (1) and section 
201 (a) (4) pertaining to transportation and traffic management. 


And that the new section (h) (1) (B) be amended to read: 
(B) the authority of the Administrator under section 201 (a) (2). 


Subject to the comments we have indicated the General Accounting 
Office has no objection to favorable consideration of the legislation. 

Senator Krnnepy. Senator Martin? 

Senator Martin. No questions. 

Senator Kennepy. You support the transportation provisions of the 
bill? 

Mr. Kerier. Yes, sir. We feel strongly about the transportation 
or traffic management phase. 

As you may know, Mr. Chairman, the General Accounting Office 
has the job of auditing, on a post payment basis, all transportation 
charges made to the Government. It is one of our largest operations ; 
and we run into many instances where shipping practices or better 
traffic management, so to speak, would result in a good deal of savings 
to the Government. 

Where we have a shipment made by an agency requiring particular 
routing or particular service and the carrier performs those services, 
he is entitled to be paid. But perhaps the Government could have 
saved a good deal of money through better traffic management right at 
the beginning, in that the particular routing, etc. may not have been 
required. 

I think better traffic management could be brought about if we had 
a more centralized control, at least in the civilian agencies. 

T don’t think it would be necessary for GSA to handle each and ev- 
ery shipment. In fact, it would be impossible for GSA to do it. But 
by the having of an overall responsibility for improving shipping 
practices, negotiation of rates and other matters having a government- 
wide effect, I think that a good deal of savings would accrue to the 
Government. 
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Senator Kennepy. What about section 2 of the committee print, 
which says it is the sense of the Congress that the Administrator 
should utilize to the fullest possible extent the authority vested in him 
by section 201 of Public Law 152? 

Mr. Keier. As you realize, Mr. Chairman, section 2 is an emphasis 
or an expression by the Congress. I think it could be put in the law. 
My personal viewpoint is that I don’t believe a declaration like that 
necessarily belongs in the law. 

I believe it is no more than the declaration of policy presently in 
the Federal Property and Administrative Services Act. I think a 
statement like that more properly belongs in a comynittee report. 

Senator Kennepy. Yes; I appreciate that, Mr. Keller. 

Thank you very much. Unless Senator Martin has something, that 
will be all. 

Thank you. 

Mr. Paul Fahey, Director of Materials, Mr. Lee Karr, Director of 
Power Operations; and Mr. Robert Marquis, Assistant General Coun- 
sel, representing the Tennessee Valley Authority. 

Mr. Fahey, I notice your statement is rather lengthy. If you want 
to condense it, or the statement of Mr. Karr, if it is agreeable to 
Senator Martin, perhaps you can give us a summary, and we will put 
the rest of it inthe record. Or, if you feel it is essential to read it, you 
may. 


STATEMENTS OF PAUL FAHEY, DIRECTOR OF MATERIALS, CHAT- 
TANOOGA, TENN.; ROBERT MARQUIS, ASSISTANT GENERAL 
COUNSEL, KNOXVILLE, TENN.; E. E. ROBINSON, CHIEF POWER 
PRODUCTION BRANCH; AND R. A. KAMPMEIER, ASSISTANT 
MANAGER OF POWER, TENNESEE VALLEY AUTHORITY 


Mr. Marquis. Mr, Chairman, I wonder if I might explain that Mr. 
Karr, who was to be one of our two witnesses, was detained in Chatta- 
nooga as a result of the critical illness of his granddaughter, and Mr. 
E. E. Robinson is going to testify in his stead; and we also have Mr. 
Kampmeier, our Assistant Manager of Power, here with us, 

Senator Kennepy. We have the statement of Mr. Karr. Is that 
going to be read. 

Mr. Marquis. Mr. Robinson will you do that; yes, sir. 

Senator Kennepy. Won’t you proceed in whatever way you see fit, 
Mr. Fahey. Any condensation you care to make will be helpful to 
the subcommittee, but your whole statement will be printed in the 
record. 

Mr. Fanry. Thank you. I would like to point out that we under- 
stand the proposed transfer of TV A’s transportation and traffic man- 
agement function grows out of a recommendation of the Hoover 
Commission. 

Now, this recommendation was not based on any suggestion that 
TVA was not doing a good job. 

Senator Kennepy. My understanding is that the Hoover Commis- 
sion task force gave an excellent report on your administration of 
transportation. 

Mr. Faney. They also thought very favorably of our preaudit 
function. 
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There was a cost comparison in the Hoover Commission report which 
showed that among Federal agencies TVA had the lowest costs for 
traffic management per ton of freight; and the second lowest in cost 
per hundred dollars of freight. 

Those were based on the last 6 months of 1953. The TVA record 
based on 1955 is even better. 

The subcommittee said that we were doing a fine traffic management 
job. Then they recommended that the control be taken away from 
us and given to another agency. That just does not make sense to us. 

We are unable to follow the logic of their reasoning, and in any 
event we are convinced that the recommendation is wrong, and that 
in making it the subcommittee overlooked the basic reasons why TVA 
has been able to do a good job in traffic management and why neither 
GCA nor any other outside agency could possibly be expected to do as 
good a job for us. 

These reasons are, first, the nature of TVA’s operations; and sec- 
ond, the fact that TVA traffic management is not handled as a sepa- 
rate activity, but as a part of a larger job and in the closest possible 
cooperation with our operating and construction people, our purchas- 
ing people, our lawyers, and our top management. 

In operating our power system we are under obligation both to 
Congress and to the people of the Tennessee Valley to see to it that 
this system supplies as economically as possible all the power that is 
needed, when it is needed, to our customers. These include the 
Atomic Energy Commission, which takes half of our total power out- 
put, as well as other Defense Establishments, and the homes and farms 
and industries in the Tennessee Valley. 

We have large chemical plants at Wilson Dam, and we have similar 
responsibilities in connection with the operation of those plants. 

Assuring the availability of the materials, supplies, and equipment 
items the power and chemical plants need to operate efficiently, entails 
constant contact and joint effort on the part of a number of TVA 
organizations. Without such joint effort, we cannot hope to accom- 
plish the job which has been entrusted to us. 

Consider, for example, the problems which arise in connection with 
the coal supply for TV A’s generating plants. These plants presently 
require about 18 million tons of shat wae year. About 82 percent of 
the cost of operating these plants is represented by the cost of coal, 
and about 27 percent of the cost of.coal is represented by the cost. of 
transporting it. 

Accordingly, availability of coal, mine prices, and transportation 
costs are some of the most important items to be considered in con- 
nection with a steam plant, both in determining where to locate it, 
in planning its railroad connections, and in operating it. 

Accordingly, the TV A organization has had to become familiar with 
the location, the availability, and the ownership of coal sources in our 
area, and the carriers that are in a position to transport it. 

When a steam plant is to be constructed, TV A’s engineers usually 
select several alternate sites. Before one of these is finally chosen, 
fuel costs, along with other factors, must be carefully considered. 
This in turn requires negotiations with carriers concerning rates and 
details of track locations and delivery arrangements. , 

These negotiations are not carried on by TV A’s traffic people alone, 
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but jointly with our construction and power people, and under the 
direct supervision of our top management. 

TVA is a very cost-conscious organization, and this cost conscious- 
ness requires a very close cooperation among all of our people. 

As an example of this cooperation, in 1952 Congress, in the supple- 
mental appropriation act for 1953, approved construction of a new 
steam plant in middle Tennessee. This was to help supply emergency 
needs for the Atomic Energy Commission facilities at Paducah, Ky., 
and at Oak Ridge, Tenn. 

We considered several alternate sites. Before the TVA Board of 
Directors decided on the Gallatin site, which is a short distance from 
Nashville, TV A’s Assistant Manager of Power and the Director of its 
Materials Branch had a series of meetings with the officials of the 
L. & N. Railroad. Our Board of Directors was kept informed con- 
stantly during these negotiations. 

Within 2 weeks, a freight rate was agreed upon, and the Board 
was able to decide on the site and proceed : immediately with construc- 
tion. 

Here was a decision of vital importance, and one that had to be 
reached as soon as possible. To have required that TVA determine 
the movements on which rates would be negotiated, and then call in 
another agency unfamiliar with the background to do the negotiating, 
would have delayed the proceedings and, in our judgement, would 
have led to slower and less favorable results. 

I could go on almost indefinitely with illustrations of that kind, and 
tell you about them. But our traffic problem does not deal only with 
coal for our steam plants, and it does not deal with phosphate rock 
for our chemical operations. Traffic is equally important in our day- 
to-day deliveries of equipment and materials with which we build 
these plants, and maintain our transmission system. 

And we think and believe that the removal of any part of our con- 
trol over our traffic management would be dangerous to us. 

I have been asked to discuss the office service warehouse in Chat- 
tanooga, and the warehouses at our construction plants and at our 
chemical plants. 

These warehouses are not under my direct supervision. Mr. Robin- 
son will discuss our power warehousing problems. 

But our office service warehouse at Chattanooga is, as its name 
implies, a storage location for office supplies, stationery, and cus- 
todial supplies, which are used generally throughout the TVA. Much 
of the supplies that we have in this warehouse are secured from GSA 
in Atlanta, Others we buy through normal channels. 

If this warehouse were closed, it would result in each of the divi- 
sions having to maintain a storage stock of their own and would, we 
believe, increase the quantities of this type of material on hand, ‘and 
increase our costs. 

Our construction warehousing is in a very much different category 
than a general service warehouse. These warehouses are to serve dur- 
ing a temporary period while a construction project is in operation. 
The materials in the warehouse consist not only of construction sup- 
plies and equipment repair parts, but also include large dollar invest- 
ments in materials and equipment that will be permanently incor- 
porated in the project. 
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The warehouse on a construction project is more for safekeeping 
of materials that are purchased as a result of the design and con- 
struction requirements than for any other reason. Therefore, even 
if GSA were to operate a pom service warehouse which could cover 
a very small percentage of the supplies used in the construction proj- 
ect, it would still be necessary for us to operate a warehouse to store 
and protect the specially designed materials that we are going to have 
incorporated in the project. There would be no reduction in cost to 
TVA, and would probably be an increase in cost to the Government, 
if two warehouses were operated. 

Generally the same thing is true at the warehouses at our chemical 
plants at Wilson Dam. Those warehouses have a very small amount 
of general service materials, and a very large amount of special ma- 
terials including basic raw materials for the various fertilizer prod- 
ucts that we manufacture. 

Some are ingredients for the classified plant that we operate for the 
Army, some are finished products; but all, or nearly all, of the ma- 
terial is something that is peculiar only to our chemical plants. 

To conclude, I would like to describe just one emergency traflic situ- 
ation—one not concerned with coal. 

In November of last year, our No, 1 generating unit at the Shawnee 
steam plant was out of operation because certain of the parts proved 
defective. 

Now, these parts had been manufactured by the Westinghouse 
Corp. At the same time, we had an undelivered order for another 
identical unit with Westinghouse. 

The Shawnee steam plant furnishes power for the AEC facility 
at Paducah, and we needed to get that unit back into operation im- 
mediately. We knew that Westinghouse had completed the manu- 
facture of the parts for the later unit, and our engineers believed that 
they could adapt these parts for the first unit. 

These parts were on three railroad cars in the Westinghouse plant 
at Essington, just south of Philadelphia, and the plant was closed 
down by strike, and was surrounded by a picket line. 

Our Legal Division made an investigation to determine the possi- 
bility of getting the parts out of Westinghouse, and following the in- 
itial contacts by them, I went to Essington. 

Following meetings with the union representatives, in which I ex- 
plained the national defense need for the parts, they agreed to per- 
mit the Pennsylvania Railroad to pass the cars out of the plant and 
through the picket line—they actually withdrew their picket line 
provided they were satisfied by actual inspection that no other ma- 
terials were being shipped out on the cars, and provided TVA as- 
sured them that the cars would move directly to Shawnee and not be 
diverted en route. 

I then made arrangements with Westinghouse for the union repre- 
sentatives and me to enter the plant and inspect the cars. After the 
union people were satisfied as to their contents, they permitted the 
Pennsylvania Railroad to pull the cars out of the plant to the nearest 
train assembly yards. 

This took piace at 6:10 p. m. on Friday, November 4. We then 
learned that on the basis of the bills of lading prepared by Westing- 
house, one of the cars would move to Baltimore where Westinghouse’s 
subcontractor, the Maryland Dry Dock Co., was seeking to remedy 
the defective parts in the first unit. 
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Our traffic section immediately got in direct touch with the Penn- 
sylvania Railroad to make sure none of the cars would be diverted en 
route, and with Westinghouse to obtain correction of the bills of lad- 
ing; and then traced the cars continuously during their movement 
from the assembly yards at 1:30 a. m. on November 6 until they ar- 
rived at Shawnee on November 10. Shortly thereafter, the generat- 
ing unit was back in operation. 

Thank you. 

(Mr. Fahey’s prepared statement is as follows :) 


STATEMENT OF PAUL FAHEY, Director, DIVISION OF MATERIALS, TENNESSEE VALLEY 
AUTHORITY 


My name is Paul Fahey. Iam Director of TVA’s Division of Materials, which 
is responsible for buying and securing the transportation of materials needed by 
TVA in carrying out its operations. 

The committee print now under consideration would transfer from TVA to the 
General Services Administration control and supervision over TVA’s transporta- 
tion and warehousing functions. TVA is operating the country’s largest inte- 
grated power system, with installed generating capacity of about 10 million kilo- 
watts. At Wilson Dam, Ala., we are also operating large chemical plants for 
the production of various types of fertilizers, as well as a classified plant for pro- 
duction of nerve gas compounds for the Army. As our Board has already ad- 
vised the subcommittee, we believe that the nature of TVA’s activities requires 
that traffic and warehousing be carried on as integral parts of and subject to the 
Same managerial control as our actual operations, and that the proposed trans- 
fer of control would be inconsistent with the responsibilities imposed on TVA by 
Congress and would make it impossible for us to continue to do our job effectively. 


TRANSPORTATION AND TRAFFIC MANAGEMENT 


The proposed transfer of TVA’s transportation and traffic management func- 
tions grows out of a recommendation by the Hoover Commission’s subcommittee 
on transportation, concurred in and somewhat broadened by the Commission 
itself. This recommendation was not based on any suggestion that TVA is not 
now doing a good traffic management job. On the contrary, the subcommittee 
stated, at pages 15-16 of its report, that the TVA traffic management organization 
and that of AEC “were found to be outstandingly good and their functioning al- 
most beyond criticism.” 

The full Commission recommended (Commission Report, p. 27), as a move 
toward economy, that GSA make a study to determine the feasibility of preaudit- 
ing transportation bills of the civilian agencies of the Government. TVA has 
been preauditing its transportation bills for years. As the subcommittee noted 
at page 37 of its report: 

“Very few Government civilian agencies make any attempt to preaudit freight 
bills. Among the exceptions are AEC and TVA. TVA makes such a thorough 
audit prior to payment that no final audit is considered necessary; in the last 
6 months of 1953 the audit reduced TVA’s freight bill $58,000—approximately the 
cost of its entire traffic department.” 

At page 133 of its report, the subcommittee has inserted a table measuring 
the efficiency of the traffic management organizations of various Federal agencies 
by comparing their traffic management payroll costs per ton of freight and per 
$100 of freight charges. TVA’s costs are the lowest per ton of freight and the 
second lowest per $100 of freight charges among all the agencies listed, lower 
in each case than those shown for GSA. 

At page 30, the subcommittee directs particular’ attention to the ratio of 
traffic management payroll costs to each $100 of freight charges, and indicates 
that according to accepted private industry standards traffic management pay- 
roll costs should not exceed $2 per $100 of freight costs. As the table on page 
133 shows, for the 6 months’ period in 1953 there used, TVA’s payroll costs 
amounted to 91 cents per $100 of freight costs. More up-to-date figures show 
an even better picture. For the year ended June 30, 1955, TVA’s traffic manage- 
ment payroll costs were $109,130 and its total freight charges were $15,975,927, 
or 68 cents of payroll costs per $100 of freight charges. 





WAREHOUSING AND TRANSPORTATION 23 


In short, the subcommittee said we were doing a fine traffic management 
job, and then recommended that control over our traffic management functions 
be transferred to GSA. I am unable to follow the logic of the subcommittee’s 
reasoning in this connection as set out at page 129 of its report. 

In any event, I am convinced that the subcommittee’s recommendation is 
wrong, and that in making it the subcommittee overlooked the basic reasons 
why TVA has been able to do a good job in traffic management and why neither 
GSA nor any other outside agency could possibly be expected to do as good a 
job for us, however well it might perform this job for other agencies. 

Those reasons are, first, the nature of TVA’s operations, and second, the fact 
that TVA traffic management is not handled as a separate activity but as a part 
of a larger job and in the closest possible coordination with our operating and 
construction people, our purchasing people, our lawyers, and our top manage- 
ment. I want to explain and illustrate to the subcommittee the importance we 
attach to these points. 

In operating our power system, we are under obligation both to Congress and 
to the people of the Tennessee Valley to see to it that this system supplies as 
economically as possible, all the power that is needed—and when it is needed— 
by our customers, including the Atomic Energy Commission, which takes half of 
our total power output, as well as other defense establishments and the homes, 
businesses, and industries in the Tennessee Valley service area. We have 
similar obligations in connection with the operation of our chemical plants. As- 
suring the availability of the materials, supplies and equipment items the power 
and chemical plants need to operate efficiently entails constant contact and joint 
effort on the part of a number of TVA organizations. Without such joint effort, 
we cannot hope to accomplish the job which has been entrusted to us. 

Consider, for example, the problems which arise in connection with coal supply 
for TVA’s steam generating plants. These plants presently require about 18 
million tons of coal per year. About 82 percent of the cost of operating these 
plants is represented by the cost of coal; and about 27 percent of the cost of coal 
is represented by the cost of transporting it. Accordingly, availability, mine 
prices, and transportation costs of coal are among the most important items to 
be considered in connection with a steam plant, both in determining where to 
locate it, in planning its railroad track connections, and in operating it. And 
the TVA organization has had to become intimately familiar with the location, 
availability, and ownership of coal sources in our area and the carriers in a posi- 
tion to transport it. 

When a steam plant is to be constructed, TVA’s engineers usually select several 
alternate sites. Before one of these is finally chosen, fuel costs, along with other 
cost factors, must be carefully compared. This, in turn, requires negotiations 
with carriers concerning rates and details of possible track locations and delivery 
arrangements. Such negotiations are not carried on by TVA’s Traffic Branch 
alone, but jointly with our construction and power people, and under the direct 
supervision of our top management. 

In 1952, for example, Congress, in the Supplemental Appropriation Act for 
1953, approved construction of a new steam powerplant in middle Tennessee to 
help supply emergency needs in connection with a large expansion of the AEC 
facilities at Paducah and Oak Ridge. TVA considered various alternative sites. 
Before the TVA Board decided on the site at Gallatin, a short distance northeast 
of Nashville, which was finally chosen, TVA’s Assistant Manager of Power and 
the Director of its Materials Branch had a series of meetings with officials of 
the Louisville & Nashville Railroad, keeping the TVA Board directly informed 
of the progress of negotiations. Within 2 weeks, a freight rate was agreed upon, 
and the board was able to decide on the site and proceed immediately with 
construction, Here was a decision of vital importance and one that had to be 
reached as soon as possible. To have required that TVA determine the move- 
ments on which rates should be negotiated and then call in another agency un- 
familiar with the background to do the negotiating would have complicated and 
delayed the proceedings and, in our judgment, would have inevitably led to slower 
and less favorable results. 

Often, considerably more is necessary than mere negotiations with a railroad 
for a rate. At Johnsonville, for example, the carrier having a direct route from 
the west Kentucky coal fields to the plant site was, again, the L. & N. At the time 
Johnsonville was built, the published tariff rate was $2.99. We believed this 
rate to be unreasonable and far too high for economical operation, but in this 
instance were unable to reach a satisfactory agreement with the L. & N. Our 
traffic personnel, our power people, and our Navigation and Transportation 
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Branch made a joint investigation of the situation. As a result, we finally 
worked out an arrangement with a private concern, the Bagett Terminal Corp., to 
construct a rail-to-barge transfer facility at Grand Rivers, Ky., on the Tennessee 
River, obtained a satisfactory rail rate over the Illinois Central from mines in 
west Kentucky to Grand Rivers, and arranged for barge transportation from 
Grand Rivers to Johnsonville. The combined rail-terminal-barge cost was $1.62 
per ton. The L. & N. thereupon put into effect a competitive all-rail rate of 
$1.656. Later, as coal shipments to Johnsonville increased, with resultant de- 
crease in unit transportation costs, we were able to secure a reduction in the 
rail-terminal-barge rate to $1.43, after which the L. & N. reduced its all-rail 
rate to $1.46. 

Our Watts Bar plant furnishes a case history of continued cooperation be- 
tween our Operating, Procurement, Traffic, and Legal Divisions in assuring eco- 
nomical coal deliveries. This was the first steam plant TVA built, construc- 
tion beginning in 1940. Watts Bar is located about 7 miles from the Southern 
main line, a spur track from Watts Bar connecting with the main line at Spring 
City. While the steam plant was under construction, the Southern, by supple- 
ments to its existing tariffs, proceeded to cancel the published rates on coal to 
Watts Bar, which at the time were the same as to Spring City, and took steps to 
publish instead a switching charge of $10 per car from Spring City to Watts Bar. 
This would have increased by $10 per car the cost of coal for the Watts Bar 
steam plant. TVA immediately filed proceedings before the Interstate Commerce 
Commission and the Tennessee Public Service Commission asking that the 
changes in tariff supplements be suspended, and also a suit in the United States 
District Court for the Eastern District of Tennessee alleging breach of contract 
in altering the basis of rates on the strength of which we had located the plant 
at Watts Bar. As a result, a compromise was worked out on the basis of a 
switching charge of $1 per car. The $9 per car difference has represented a 
saving to TVA over the years which is already well in excess of a million dol- 
lars. This was a situation where action had to be taken immediately. It is 
very doubtful that a central agency operating from a remote point would have 
been in any position to take the action required. Later, a problem arose in con- 
nection with shipments to the plant from mines located along the Tennessee 
Central. At that time, the rate from Tennessee mines of the Southern Rail- 
way and its connections was lower than from the Tennessee Central mines. 
Coal from the latter mines had to move over the Southern system for the last 
portion of the movement to the plant, and the Southern would not agree to 
a joint rate with the TC as low as the rate from its own mines. We were 
anxious to make available as many sources of coal as possible for the plant. 
Our Legal Division accordingly participated in a proceeding before the Tennessee 
Public Service Commission, which resulted in rates from the Tennessee Central 
mines being put on a parity with those from the Southern mines. In 1953, 
as a result of general rate increase cases and other proceedings, particularly 
ex parte 175, the rate on coal to Watts Bar went from $1.33 per ton to, depending 
on the point of origin, from $1.71 to $1.99 per ton. We believed that, con- 
sidering the volume of coal moved and the resultant economies to the rail- 
roads, such increases were out of line for this movement. We were unable 
immediately to reach a satisfactory compromise with the railroads. Following 
extended conferences between our operating and traffic people, we constructed 
temporary barge transfer facilities at our Kingston steam plant, to which we 
had favorable rates, and transported coal from there to Watts Bar by barge. 
Thereafter the railroads agreed to establish an all-rail rate of $1.45. 

Apart from rate questions, other transportation problems are continuously 
arising, often on an emergency basis, which require immediate joint action by our 
operating, traffic, and other personnel. A good example is the situation which 
arose last year at our Widows Creek plant. This plant is located on the Tennes- 
see River a short distance southwest of Chattanooga. Coal for it is normally 
furnished by mines in southeastern Tennessee. Last October, a dispute between 
mineowners and workers over welfare-fund contributions shut down coal produc- 
tion in this field. Continued operation of Widows Creek was essential to permit 
us to meet our power supply obligations. While the strike was in progress, our 
operating and traffic people and our lawyers were in daily and sometimes hourly 
contact to consider the problems involved in keeping the Widows Creek plant in 
operation. We arranged for movement of coal to the plant by barge from west 
Kentucky. No rates existed for such a movement and we had to contract for it 
literally overnight. The strikers sought to prevent barge deliveries of coal to 
the plant by setting up a picket line of boats on the river just below the plant. 





WAREHOUSING AND TRANSPORTATION 25 


The barge operators were unwilling to deliver the coal at the*plant under these 
circumstances. We were convinced that picketing of navigation on a navigable 
stream was wholly illegal, and considered legal action. We found a quicker 
and better solution, however, by using our own harbor tug, the Lucy H., to take 
over coal barges from the commercial operators at Guntersville, some 55 miles 
downstream from the plant, and bring them the rest of the way. By these meas- 
ures, the plant was kept in operation until the strike was settled, and we con- 
tinued to furnish the power our customers required. 

Emergency situations are of course not limited to coal. In November of last 
year, for example, our No. 1 generating unit at the Shawnee steam plant was 
out of operation because certain of its parts proved defective. These parts had 
been manufactured by the Westinghouse Corp. Shawnee unit No. 10 was under 
order from the same company. The Shawnee plant furnishes power for the ADC 
facility at Paducah, and we needed to put the No. 1 unit back into service imme- 
diately. We knew that Westinghouse had completed manufacture of parts for 
unit No. 10, still to be installed, which our engineers believed they could adapt 
for use with unit No. 1 to get it back into service. These parts, however, were 
on three railroad cars in the Westinghouse plant at Essington, Pa., near Chester, 
which was closed down by a strike and surrounded by a picket line. Our legal 
division made an immediate investigation to determine the possibilities for get- 
ting the parts out of the Westinghouse plant and, following the initial contacts 
made by them, I went to Essington. Following meetings with the union repre- 
sentatives, at which I explained the national defense need for the parts, they 
agreed to permit the Pennsylvania Railroad to pass the cars out of the plant and 
through the picket line, provided they were satisfied by actual inspection that no 
other materials were being shipped out on the cars, and provided TVA assured 
them that the cars would move directly to Shawnee and would not be diverted 
en route. I then made arrangements with Westinghouse for the union repre- 
sentatives and me to enter the plant and inspect the cars. After the union people 
were satisfied as to their contents, they permitted the Pensylvania to pull the 
cars out of the plant to the nearest train assembly yards. This took place at 
6:10 p. m., on Friday, November 4. We then learned that on the basis of the 
bills of lading prepared by Westinghouse, one of the cars would move to Balti- 
more, where Westinghouse’s subcontractor, the Maryland Dry Dock Co., was 
seeking to remedy the defective parts incorporated in the No. 1 unit. Our traffic 
section immediately got in direct touch with the Pennsylvania Railroad to make 
sure that none of the cars would be diverted en route, and with Westinghouse to 
obtain correction of the bill of lading. and then traeed the cars continuously 
during their movement from the assembly yards at 1: 30 a.m. on November 6, till 
they arrived at Shawnee on November 10. 

Another example of emergency movement occurred on Friday, July 16, 1954, 
when our power people telephoned our traffic section and advised that a trans- 
former at Bowling Green, Ky., had burned out and the city was without lights. 
Our traffic people were requested to find a depressed flatcar (such cars being ex- 
ceedingly scarce) as quickly as possible and have it pick up a substitute trans- 
former which was available in Nashville. By immediate telephone investigation, 
traffic found a depressed flatcar at Birmingham, Ala., and arranged for its imme- 
diate movement to Nashville, Tenn., and for emergency loading of the transformer 
at that point. The car was loaded in Nashville early Saturday morning, and 
arrived at Bowling Green later that same day. 

Much the same types of problems are encountered in connection with the opera- 
tion of TVA’s fertilizer plants, and the same type of cooperation between oper- 
ating, traffic, and other TVA personnel has been found essential to get our job 
done properly. One of the chief ingredients in the manufacture of phosphate 
fertilizers is phosphate rock. For several years, because of depletion of the 
Tennessee phosphate rock reserves, we have had to obtain an increasing portion 
of our phosphate rock requirements from Florida. Through participation in 
the general increase rate proceedings before the Interstate Commerce Commission 
we have been able to obtain holddowns in rate increases covering long-distance 
movements of this commodity. 

One of the fertilizers manufactured by TVA is a high-anslysis phosphate ferti- 
lizer known as calcium metaphosphate, which contains approximately 65 per- 
cent P.O;. Calcium metaphosphate was for a number of years treated by the 
railroads as a fertilizer compound, and as a result moved on’ relatively high 
rates and could be shipped only in lined cars, Our operating people felt that this 
situation was interfering with use of the material. Our traffic and operating 
people made a joint study of the situation and concluded that caleium metaphos- 
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phate could logically be treated, if the railroads agreed, as a superphosphate 
(which normally contains up to about 45 percent P.O;) rather than a fertilizer 
compound. Following meetings at Wilson Dam between our traffic and operat- 
ing people, a member of the railroads’ Southern weighing and inspection bureau 
was invited to meet with them, and as a result calcium metaphosphate has been 
classified as a superphosphate since August 19, 1955. 

A somewhat similar situation occurred in November 1955, in connection with 
shipment of phosphate muck from Dunnellon, Fla., to Wilson Dam, This mate- 
rial has a phosphatic content (measured by the proportion of BPL, or bone phos- 
phate of lime) considerably less than that of phosphate rock, although above 
that of phosphatic sand or clay. It could be shipped only on the rate applicable 
to phosphate rock. The usability of this material depended on securing a lower 
rate. Following extended conversations between our traffic and operating people 
as to the grade of muck that could be used and on which we should seek a reduced 
rate, an agreement was reached with the railroads to permit the material to move 
on the phosphatic sand or clay rate rather than on the phosphate rock rate, pro- 
vided we would keep the BPL content to 55 percent or less. 

Obviously all of the situations I have described, as well as others with which we 
are continually faced, could be met, and were met, only because TVA’s operations 
and its procurement and traffic activities are treated as one job, with its traffic, 
procurement, operating, legal, and other personnel in close and constant contact, 
fully familiar with the details of each other’s problems, and able to meet whenever 
necessary on short or no notice. This situation could not possibly prevail if our 
traffic functions were transferred to another agency. The remote control which 
such a transfer would entail could not help but greatly increase our costs, and in 
some instances could prove disastrous. 


OFFICE SERVICE, CONSTRUCTION, AND CHEMICAL ENGINEERING 


While they are not under my supervision, I wish to discuss briefly the opera- 
tion of our office service warehouse at Chattanooga, and of warehouses at our 
construction projects and our chemical engineering plant. Mr. Karr will discuss 
our power operations warehousing problems. 

Office supplies are an item in connection with which we can and do make good 
use of GSA facilities. We obtain much of the supplies of this type which we 
use from the GSA regional warehouse at Atlanta. We stock a supply of such 
items for the whole TVA organization, enough in most cases for 60 days, in a 
warehouse at Chattanooga, from which they are requisitioned by TVA using di- 
visions. This warehouse must be maintained, or else the TVA using organiza- 
tions would find it necessary themselves to maintain sizable stocks of the items 
involved. We do not believe the warehouse could be operated as satisfactorily 
by the regional GSA office from Atlarta as we can operate it in the same city 
where many of our operating divisions are located. 

Our construction warehousing is in a wholly different category. TVA has a 
large engineering organization engaged in construction of steam generating plants 
and related facilities. When a plant is being constructed, temporary warehous- 
ing and storage space must be provided and operated at the construction site. 
The warehousing operation is part and parcel of the construction job. The 
construction job cannot proceed unless the warehousing operation is conducted 
as construction needs require. In such circumstances, it is essential that the 
organization responsible for the construction control the warehousing and stor- 
age of materials necessary for construction. 

Similarly, operation of TVA’s chemical plants at Wilson Dam, Ala., for man- 
ufacture of fertilizers and munitions requires storage of numerous raw materials 
used in the manufacturing process, such as phosphate rock, coke, coal, and 
silica pebble; of intermediate products such as phosphorus, phosphoric acid, 
anhydrous ammonia, and nitric acid; of end products retained until scheduled 
for shipment such as superphosphate, calcium metaphosphate, diammonium 
phosphate, and ammonium nitrate; and of many types of spare parts and other 
items necessary for plant operations a large number of which are of special 
design or construction, including valves, gears, castings, pump impellers, cata- 
lyst baskets, refractories, etc. Here again, responsibility for the production op- 
eration requires control over inventories necessary to that operation. 


Senator Kennepy. The statement of Mr. C. L. Karr will be read 


by Mr. Robinson. 
Mr. Rozsinson. Thank you, Mr. Chairman. 
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Mr. Chairman, I believe it would be a little more clear if I did read 
the statement pr epared by Mr. Karr, who is the Director of the Di- 
vision of Power Operations for the Tennessee Valley Authority. 

As a matter of information, my place in the TVA program is as 
Chief of the Power Production Branch of the Division of Power 
Operations. 

In the Division of Power Operations, of which Mr. Karr is the head, 
we have five branches, and I head up the Power Production Branch. 

Mr. Karr’s division is responsible, under the supervision of the 
Manager of Power, for operation of TVA’s power system, including 
all hydroelectric generating plants, steam-electric generating plants, 
substations, some 10,000 miles of transmission lines, communications 
equipment, and other transmission-system facilities. 

Mr. Karr’s statement reads: 


The committee print now under consideration, as we understand its provisions, 
would leave us with responsibility for operating the TVA power system while 
transferring to GSA control over services essential to the system’s successful 
operation. 

I wish to say as strongly as I know how that such a transfer would, in our 
judgment, create an utterly impossible situation for us. Two facilities of the 
Atomic Energy Commission, each using more electricity than the city of New 
York, depend on us for a continuous supply of power. So do industries, businesses 
and individuals throughout our service area. 

If the system is not kept in top operating condition, if it is not operated eco- 
nomically, if power service is not dependable, we as the system’s managers are 
responsible. 

Such a power system is an extremely complex organization. The job of oper- 
ating it requires great quantities of coal as fuel for our steam plants, thousands 
of complicated pieces of equipment, supplies, and parts, and a sizable mainte- 
nance and repair organization, all of which must be available and subject to 
utilization when, where, and as needed, in keeping the system operating at maxi- 
mum efficiency. 

Division of this job, with one agency left with responsibility for its success- 
ful performance while another takes over functions without which such perform- 
ance is impossible, seems to me, in all frankness, to border on the fantastic. 

Such a division would produce a situation analogous to that which would exist 
if a steel mill were without control over shipment and storage of its ore and were 
dependent on an outside service, for maintenance and repair in the event of 
emergency furnace or equipment breakdown. 

I believe a description of the facilities, control of which would be transferred 
under the proposed bill—the coalyards at our steam plants, our system service 
shops branch, and 6é6ur power stores organization—will also help explain the 
reasons for our reaction to it. 


Senator Kennepy. Would you care to summarize these points as you 
go along? Your written statement will be placed in the record, 

Mr. Rostnson. All right, sir. 

Mr. Chairman, before I proceed, I would like to correct a minor 
error in the next section under “Coalyards,” on page 2. 

The corrected quotation is: 

The rail coal is delivered by two railroads, the Southern and Tennessee Cen- 
tral, at separate interchange yards. It is taken from the yards by TVA’s own 


80-ton and 120-ton locomotives and hauled to the plant over TVA’s own track, 
which is about 8 miles in length. 


In summarizing the coal aspects of our operation, the plant super- 
intendent is held solely responsible for the satisfactory operation and 
continuity of service, and economical operation of his plant. 

He is kept informed day by day, and practically hour by hour, by our 
system operating organization as to what the requirements on his plant 
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will be today, tonight, tomorrow, and tentatively for the next week or 
10 days. 

Naturally, he must have control over the movement of coal, because 
it is readily understandable that if we can take that coal directly from 
the carrier to the plant bunkers, we reduce the cost of coal handling. 

It is inevitable that at times coal comes in at a rate faster than we 
burn it—and at certain times it is so planned, in the interests of build- 
ing up a stockpile for emergency reserve. 

The plant superintendent may get notice at any time that the load 
on his station is going to be reduced or increased. He has to plan 
accordingly. 

Again, that ties in with the scheduling of maintenance, the repair 
jobs, both normal and emergency. 

The plant superintendent may have a machine on his schedule for 
serious attention at the first opportunity. He may be prevented for 
a week or 10 days or possibly 2 weeks, in some cases a month, from 
taking that machine down, provided the situation isn’t so hazardous 
that he cannot wait for an opportune moment. 

He may get word at 5 o’clock this evening that he can take that 
machine out of service at 9 o’clock tonight. And he probably would 
have anywhere from 7 to 21 days’ work to do on it. Naturally, the 
sooner we get at it, the better. 

We are in position, with the unified control that is in existence with 
respect to our plant operations and our service shop activities, to have 
experienced men on the job and ready to go within a matter of a few 
hours. With one of these large machines, of 125,000 to 200,000 kilo- 
watts in capacity, the loss of energy alone will cost us anywhere from 
$350 to more than $1,000 an hour, depending upon the situation at the 
time. 

Now, the necessary repairs in equipment of this nature require spe- 
cially trained talent, both electrical and mechanical. A crew may be 
working on a routine job, and we may have a serious emergency de- 
velop at another plant. Exercising the control that is ours, it is up 
to us to determine which job has priority. , 

We have to make up our mind, and make it up quick. Naturally, 
we have all the information, which is of material assistance. 

The crew may be taken off the routine job and transferred to the 
emergency job in a matter of hours, in order to meet the emergency, 
and, to save us time and expense. 

We have what we call a running repair crew. In all these large 
plants, there is a certain amount of running maintenance going on con- 
tinually. But, as Mr. Fahey says, we are cost conscious. We cannot 
afford to have enough men in each individual plant to cope with all 
possible emergencies. 

That dictates the necessity for a nucleus to draw on which is identi- 
fied as our power system service shops, headquartered at Wilson Dam, 
Ala. 

These men, are experts in their field. In addition they are equipped 
with tool trailers. In other words, when they get an assignment of a 
job, they take a lot of their specialized tools with them to augment 
the tools on hand at the respective plants. 

That brings us to the question also of power stores. 

Power stores in a similar manner must be controlled in a uniform 


manner, or from a central office, because of the closely knit require- 
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ment for cooperation and collaboration between the operating man 
and the supply man and our Materials Division. 

We are compelled to stock certain special articles having to do with 
specific machines. Some of these articles, special valves, bolts, and 
such, cannot be procured from the manufacturer under 8 to 16 monthis. 
We have to determine, on the basis of past experience, what stocks we 
need in our warehouse. 

Now then, we will have generating units, boiler and other equip- 
ment at some plants which are of the same design as similar equip- 
ment at other plants. In such cases it may be possible to store only 
one major spare part of a particular type which will be usable at any 
one of these where repairs may be necessary. We take particular 
pains by this and other means .0 minimize our spare-part inventory 
investment. 

That is absolutely necessary in order to keep the inventory invest- 
ment down as low as we possibly can. 

For example, at the Kingston steam plant there are five 200,000 
kilowatt General Electric Co. steam-driven turbine generators. At 
the Coibert plant in northwestern Alabama there are four duplicates 
of those units. At the John Sevier steam plant up at Rogersville, 
Tenn., there are three more of the same units. 

So there are 12 units which are identical. The major part of our 
expensive stores on specific items which must be available for re- 
placement in any of those 12 units will in all likelihood be centered at 
Kingston, which is about midway between the other two plants. 

If we have a failure of a specific article at the John Sevier steam 
plant, the article in question can be taken by truck from Kingston 
while the mechanics are getting ready for it. 

I point that out to illustrate the necessity for coordinated under- 
standing and action on the part of all participants under a single con- 
trol, which in our case is tothe Manager of Power. 

Senator Kennepy. Thank you for your summarization, Mr. Robin- 
son. This and your written statement, will conclude that phase of it. 

(Mr, Karr’s prepared statement is as follows :) 


STATEMENT or C. L. Karr, Director, Drviston OF POWER OPERATIONS, TENNESSEE 
VALLEY AUTHORITY 


My name is ©, L. Karr. I am Director of the Tennessee Valley Authority’s 
Division of Power Operations, and have occupied that position for approxi- 
mately 20 years. My Division, as its name indicates, is responsible, under the 
supervision of our Manager of Power, for operation of TVA’s power system in- 
cluding hydroelectric generating plants, steam-electric generating plants, sub- 
stations, some 10,000 miles of transmission lines, communications equipment, 
and other transmission system facilities. 

The committee print now under consideration, as we understand its provisions, 
would leave us with responsibility for operating the TVA power system while 
transferring to GSA control over services essential to the system’s successful 
operation. I wish to say as strongly as I know how that such a transfer would, 
in our judgment, create an utterly impossible situation for us. Two facilities 
of the Atomic Energy Commission, each using more electricity than the city of 
New York, depend on us for a continuous supply of power. So do industries, 
businesses, and individuals throughout our service area. If the system is not 
kept in top operating condition, if it is not operated economically, if power serv- 
ice is not dependable, we as the system’s managers are responsible. Such a power 
system is an extremely complex organization. The job of operating it requires 
great quantities of coal as fuel for our steam plants, thousands of complicated 
pieces of equipment, supplies, and parts, and a sizable maintenance and repair 
organization, all of which must be available and subject to utilization, when, 
where, and as needed in keeping the system operating at maximum efficiency. 


77494—56——8 
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Division of this job, with one agency left with responsibility for its successfu! 
performance while another takes over functions without which such perform- 
ance is impossible, seems to me, in all frankness, to border on the fantastic 
Such a division would produce a situation analogous to that which would exist 
if a steel mill were without control over shipment and storage of its ore and were 
dependent on an outside service for maintenance and repair in the event of 
emergency furnace or equipment breakdown. I believe a description of the facili- 
ties, control of which would be transferred under the proposed bill—the coal 
yards at our steam plants, our assistance service shops branch and our power 
stores organization—will also help explain the reasons for our reaction to it. 


COAL YARDS 


Each of our major steam plants has elaborate facilities for receiving, storing, 
and using coal. At our Kingston plant, for example, the 414 million tons of coal 
per year which the plant requires is received by rail, barge, and truck. The rail 
coal is delivered by two railroads, the Southern and Tennessee Central, at sepa- 
rate interchange yards. It is taken from the yards by TVA’s own 80-ton and 
120-ton locomotives and hauled to the plant over TVA’s own track which is about 
8 miles in length. Railroad cars are weighed, sampled and emptied at the plant 
by two automatic car dumpers, each of which has a capacity of approximately 
18 cars or from 900 to 1,250 tons per hour. Separate facilities are provided for 
coal delivered by barge and truck. After unloading, the coal is transported by 
conveyor belts to a central crushing plant. There it is reduced to 1\%4 inch size 
and then conveyed either directly to the plant’s coal bunkers or to the storage 
area. The storage area covers 58 acres, and with the storage pile at a height of 
25 feet will accommodate 1,350,000 tons of coal. 

All of the facilities involved in this coal handling operation—the interchange 
yards, the tracks, the locomotives, the conveyor belts, the storage yards and the 
other equipment—are part of the plant itself and subject to the control of the 
plant superintendent who is responsible for its efficient operation. 

The plant superintendent is, of course, kept continuously informed from our 
power system headquarters in Chattanooga as to power system requirements 
on his station, which places him in a position at all times to deal with any emer- 
gency affecting plant fuel use as well as any other part of the plant’s operations. 
The operating and maintenance forces and facilities at the plant, as well as the 
plant protection personnel, are accordingly organized on a plant basis, and are 
in a position immediately to take any action which the plant superintendent 
finds necessary whenever an emergency arises, whether at the fuel yard or in 
any other portion of the plant. If the plant fuel yard and its equipment were re- 
moved from control of the plant superintendent, he would be in much the same 
position as though he lost control of the boilers or the turbogenerators or the 
high voltage switchyards. All are equally necessary to the generation and 
transmitting of electric energy, and all are so closely related that an abnormal 
development in connection with any one of them will inevitably affect the entire 
operation. 

SERVICE SHOPS BRANCH 


Keeping all the parts of a power system covering 80,000 square miles running 
efficiently at all times requires a great deal of specialized equipment and a large 
number of specially skilled men. We station some personnel and equipment at 
each of our generating plants and at various locations on our transmission 
system to take care of normal and continuing maintenance and repair work. In 
addition, my Division has a central shop organization which we call our Service 
Shops Branch. This organization provides adequate machines, tools, equipment, 
and skilled men to repair all types of power system equipment which can be 
transported to the shop location, which is at Wilson Dam, Ala. It also provides 
a field service that makes available crews of skilled men and the tools they 
need for work at any of the generating plants, substations, or other points on the 
power system where their services are required. When emergencies arise or 
when a periodically recurring maintenance job is scheduled, crews and equip- 
ment from the shops are sent to the plant involved and remain there until the 
particular job has been completed. 

This arrangement has proved an efficient and economical one. In order for 
it to work, however, it must be handled as a part of the overall operation of 
the power system. Generating units, for instance, must be regularly inspected 
and maintained at periodic intervals; if they are not, expensive damage can 
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result. On the other hand, to take large generating units out of service for 
maintenance purposes can be very costly, sometimes requiring that substitute 
power and energy be purchased at a high cost. The scheduling of periodic 
inspection and maintenance of generating units, therefore, must be worked out 
very carefully, giving full consideration to the urgency of the work, the need 
for keeping the unit in service, and the availability of crews from the central 
shops to perform the work. This is possible if, and only if, the scheduling is 
done by one agency which has responsibility for all the factors involved. More- 
over, the schedules must be subject to immediate change if circumstances require. 
If, for example, favorable water conditions make it desirable to generate more 
hydropower at a particular time than would be feasible under conditions of 
normal stream flow, and to use the opportunity to take a steam generating unit 
out of service for routine maintenance eariier than expected, an operating de- 
cision must be made accordingly and without delay. There is no time to check 
the feasibility of such a decision with another agency which controls the repair 
and maintenance operation. 

Emergency maintenance and repair work on generating units involves similar 
considerations. Emergencies may damage or make inoperative a generating 
unit when it is badly needed to supply a portion of the system load. When 
such emergencies occur, quick decisions must be made as to the steps which will 
be taken to restore the unit of service. These decisions must also fully con- 
sider the assignment of crews and equipment from the central shops and the 
overall savings or loss which will result from transferring crews from other 
work which may also be urgent. Very often crews of men must be sent out to 
emergency jobs in the middle of the night, on Saturdays or Sundays, or on 
holidays. Frequently they are already assigned to repair or maintenance work 
at other plants when an emergency arises. The operators of the power system 
must decide which work takes precedence, how urgent it is to restore the 
generating unit to, operation, and how great an effort to expedite the repairs 
may be warranted. The shop forces must be prepared to move immediately to 
carry out the decision which is reached. There can be no delays while shop 
managers employed by one agency hesitate because they inay happen to disagree 
with the decisions made by the power-operations management. Such delays 
could be disastrous, not merely in terms of dollar costs but in making it impos- 
sible to deliver power to essential loads. 

In short, TVA’s service shops cannot be operated as a commercial or job re- 
pair shop. Its only reason for existing is to provide maintenance and repair 
service for power system equipment in the manner which the management re- 
sponsible for operation of the power system considers necessary. That manage- 
ment must be able to assure that all personnel involved in carrying out the main- 
tenance and repair responsibility perform adequately to its satisfaction or are 
replaced by others who will do so. Should the shops organization be placed 
under separate control, such assurance would become impossible. TVA would 
remain liable for the costs of replacing generating equipment, but without con- 
trol over avoidance of such costs by repair of existing equipment. It would 
remain responsible for delivering power its customers had contracted to pur- 
chase, but without control over maintaining the equipment used in supplying it. 
Such a situation would lead only to frustration. 


STORES ORGANIZATION 


In addition to a maintenance organization, we of course maintain inventories 
of spare parts, power-operating supplies, and miscellaneous construction items. 
The warehousing of such items, the places where they are to be stored, the avail- 
ability of supplies over the whole system, and the ability of a central organiza- 
tion to transfer items between different points on the system at any and all 
times is vital to the operation of a power system. Inventory control is in- 
timately tied in with management responsibility for the economical and efficient 
operation of the power system, and inventory levels are of major concern. TVA 
uses the Federal Power Commission’s uniform system of accounts, and inven- 
tory levels are a part of our financial statements. It would be inefficient and 
inconsistent to isolate stores operation from management. 

To handle stores for our power system, we presently maintain a base-power 
storeroom at Wilson Dam, Ala., which is a central point on our system; area 
storerooms at Nashville, Knoxville, Jackson, and Chattanooga ; and. individual 
storerooms at each major steam plant, as well as smaller unattended storerooms 
at hydro plants, line-crew headquarters and other convenient locations. - 
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Many of the items stored are complicated types of equipment. They are in 
no sense over-the-counter items such as may be found in an oflice-supply store- 
room. Their storage in many cases is a science, and the way it is done may 
affect the manner in which the items function when withdrawn and put to use. 
This is true of many electrical items. Stures personnel are particularly trained 
and their work dovetails into that of the maintenance, operating, and construc- 
tion organizations in the field, and of operating, engineering, and management 
personnel at headquarters. 

In a power production and transmission organization, a storeroom is not a 
one-way street where materials are simply stored and issued upon request. 
A storeroom must also be in a position to take into stock materials and equip- 
ment no longer needed on the system. Storekeepers must be familiar with sys- 
tem needs and in a position to exercise judgment as to whether retired items 
will be useful and whether reconditioning is necessary and possible. 

The stores organization also keeps engineers advised on material usage, works 
with purchasing agents and engineers on sources of supply, constantly works 
to lower inventories by various means, and maintains continued studies on usage, 
substitutes, ete. 

To sum up, the stores-organization function is simply one part of the man- 
agement and operating job. The organization responsible for the job must have 
control over the tools required to do it. 

Senator Kennepy. Senator Martin, do you have any questions you 
would like to ask ? 

Senator Marrtn. Your point, as I get it, is that TVA has just too 
big an operation and is too much in need of concentration of authority 
within itself to need or approve any outside coordination by an agency 
such as GSA ? 

Mr. Marquis. If I may answer that, sir, I think it is just a little 
different. 

Senator Marrin. Speak a little louder. 

Mr, Marquis. Yes, sir. I think the point we are basically trying to 
make is this: Congress has imposed upon us, in the TVA act, the 
duty of producing. power and chemicals at the lowest possible costs. 
Low costs, low rates, are written into the statute. 

Now, the only way you can get low costs is to control just as closely 
as possible every element, every component, that enters into the total 
costs. 

To be held responsible for controlling total costs on this kind of a 
production operation in power and chemic als, and then have removed 
from our control components of cost as important as transportation 
and warehousing, seems to us to be a completely anomalous situation. 

Senator Martin. Congress might change its own mind, though, on 
the emphasis on low costs as compared with the need for coordination; 
might they not ? 

Mr. Marquis. Congress, of course, might do that, sir. 

Senator Martin. If we make that change in our approach to the 
matter, we might give you some consideration as to the effect it may 
have on cost. 

Mr. Marquis. Well, I would suppose, sir, that we would still be 
held accountable; and T may say we want to be held accountable. We 
think that we have fulfilled the responsibilities entrusted to us, and we 
want to continue to do so. 

But I think that Congress can continue to hold us accountable on 
costs only if we can control the elements that enter into costs. 

Senator Martin. I would not want to subscribe to the policy that 
because Congress has placed some—— 

Mr. Marquis. Certainly not. 
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Senator Marvin (continuing). Emphasis on costs, low costs, that 
that would automatically bar us from moving in the direction of co- 
ordination of all Government agencies that can be brought under one 
agency for that purpose. 

That is what is bothering me here. I was very active in the matter 
of encouraging the creation of GSA, because we were frustrated in 
so many different fields, we had. at that time 34 different agencies exer- 
cising some power and jurisdiction in a matter which needed concen- 
pia or coordination, and we were very happy when GSA was 
created. 

I had hoped that we could expand this coordination, and I do not 
like to be blocked by a statement that Congress has emphasized costs 
above our coordination effort. It is just about as important for us to 
have coordination as anything. 

Mr. Marquis. Well, I assume, of course, that coordination is not 
an end in itself, but is desired by Congress in order to obtain greater 
efficiency, greater economies overall. 

We don’t think, in connection with this operation, that it would 

have that effect, but the reverse of that. 
Senator Martin. When you say we do want a little more coordina- 
tion, if possible, I do not want each agency to go off on a tangent on 
some matter of size or complexity or on the matter of costs. I think 
it is highly important that we go in the direction of coordination, and 
I know what I am talking about in that field. 

I was on the Military Affairs Committee for 8 years during, just 
prior to, and following World War II, and we had quite a struggle 
there to get an overall picture in the various fields that we thought 
should come under some agency such as GSA. I do not like to have 
a discussion of costs thrown up here as the block to our getting that 
coordination. 

Mr. Kampmetrer. Mr. Chairman, may I volunteer a statement that 
is prompted somewhat by Senator Martin’s remarks? 

My name is R. A. Kampmeier. I am TVA’s Assistant Manager of 
Power. 

I do not have a prepared statement. I had expected at this time 
to be in a hearing of the Appropriations Committee but, fortunately 
for me, they have temporarily recessed until this afternoon, giving me 
an opportunity to be here. 

I don’t want to be in a position of arguing with the distinguished 
Member of the Senate, but, on the other hand I don’t want to fail to 
underscore the importance of cost in TV A’s operations. 

TVA was created by the Congress, insofar as its power program 
is concerned, for the purpose of bringing ample power at the lowest 
possible cost to the people of the Tennessee Valley, and particularly 
the small consumers, the domestic and rural consumers, many of 
whom had theretofore been without any power at all. 

In carrying forward this program with which Congress has en- 
trusted us, we have given great emphasis, throughout these years, to 
costs. And we wish to continue to be able to do so. 

Mr. Fahey has given some eS of how, with res to some 
of the particular items of cost which you are dealing with here, TVA 
stacks up very favorably in comparison with other Government agen- 
cies. Some folks are not satisfied to have the cost of other Govern- 
ment agencies used as a standard for comparison. They point to costs 
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of private agencies, and they ask, “How does a Government agency, 
= TVA in particular, compare in its cost with private agen- 
cies 

I have with me a very brief set of figures comparing TV A’s princi- 
pal power costs with those of the average privately owned utility, 
and I believe it might be of interest to the subcommittee to have those 
in the record. If you would care to have them discussed, I would be 
pleased to answer any questions. 


Senator Kennepy. They will be placed as an exhibit in the record 
at this point. 

Mr. Kampmeter. It is just one table. 

(The table referred to is as follows:) 


Cost of producing and marketing electric power mills per kilowatt-hour of 
energy sold 


Privately TVA area 
owned util- | costs as ap- 
TVA area, ities in proximate 
fiscal year United percent of 
States, privately 
calendar owned 
year 1952 utilities 


Mills Mills 


| 
latina tala italia Th cilities hs la Bs 


Production expense 

Transmission and distribution expense 

Customer account and collection expense 

NS en Wie Scdpohetneecwsweweavae wc 
Administration and general expense__-.___- 

Depreciation expense 


Total above expenses 


Senator Martin. I am glad to have that information. I am always 
out for information, and I am for efficiency, and I am for reduced costs 
throughout Government. But I still have a very wholesome interest 
in the matter of coordination in these various Government agencies. 

Nowhere is efficiency more important than in the military field, and 
that is where I came to my first realization we had to have some real 
coordination in our Government agencies. I do not like the general 
idea that each agency thinks it should be the one that should be com- 
pletely exempt. 

Mr. Kampmeter. I appreciate that, Senator, and I wouldn’t want to 
be understood as suggesting that TV A does not believe in close coordi- 
nation among Government agencies, because, there again, I believe our 
record will show that we work in very close cooperation, not only with 
the other Federal agencies, but with the State and local agencies, in 
a manner which I think speaks for itself on the record. 

Senator Marrry. You have no quarrel with the general purposes 
of the Hoover Commission’s study and recommendations in general 
throughout the Government? 

Mr. Kampmeter. I have no quarrel at all with the general purpose. 
1 think the objective is certainly highly commendable. 

The point that I think we would all make, is that here you have a 
highly specialized organization. It is special not only in respect to the 
type of operation but special in many other respects, for example, in 
location. Our stores, service shops, coalyards, and so on, are located, 
not in the vicinity of the facilities and personnel of other Government 
agencies, but-as an integral part of the other facilities of TVA, and the 
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personnel conducting those operations work in the TVA plants and 
offices as a part of the organization of other TVA personnel. 

So that the question of coordination, as well as the question of cost, 
resolves itself into one of how that job of a special character in a par- 
ticular location can best be accomplished in the interests of the Gov- 
ernment, 

Senator Martin. Do you think you need no coordination other than 
that which you can give as an independent agency, completely free 
and apart from the program envisioned by the Haoves Commission / 

Mr. Kampmeter. I wouldn’t want to go that far. We would cer- 
tainly welcome the sort of consultation that we now have from GSA 
and other Government agencies, and any time that GSA, any private 
contractor or any other agency can help us find ways of doing our 
job better, we are very much interested in exploring those possibilities 
with them. 

Senator Martin. We still should approach you as an independent 
agency, appeal to you for your judgment in the matter in all cases—— 

Mr. Kasrmern. Certainly in the great majority of cases—— 

Senator Martin (continuing). In the final determination ? 

Mr. Kampmeter (continuing). Certainly in the great majority of 
cases, the question is one of responsibilities that have been placed in 
TV A’s hands. 

Senator Martin. If we exempt you completely, what is our answer 
to any other agency ? 

Mr. Kampmeter. I wouldn’t want to speak with respect to other 
agencies, but I can certainly see some very sharp differences between a 
repair shop and stores organization, for example, that is in and an 
integral part of our power system, and one of a series of Government 
shops and warehouses in a location where there is opportunity for co- 
ordinating and consolidating the work of different agencies. 

I certainly wouldn’t want that—excuse me. 

Senator Martin. We have a very real situation confronting us, ana 
I do not want to return to the hodgepodge that faced us before GSA 
was created. We had real difficulty getting ourselves coordinated at 
all, in time for World War IT, and a good many people do not realize 
how nearly we came to losing that war for lack of coordination, and 
there were many important agencies affected. 

They had very good arguments for going their own way. But we 
needed coordination. 

And that is all I can see we are trying to do here, trying to attain a 
better degree of coordination than we perhaps now have, trying to 
improve the coordination in the overall picture here, and improve it 
very considerably. 

Before we start making any exceptions, I want to know whether 
that one exception does not force us to except all agencies that might 
have a desire to go on their way independently. 

Mr. Kampmerer. We would certainly hope that each agency would 
be considered on its merits, because that is the way we would like 
to have our agency considered, not as just one of a number and ex- 
empted or included because it was one of a number, but on the basis of 
the inerits of the situation as it applies to us. 

Senator Martin. I will not take any more time just now. 
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Senator Kennepy. I notice that in the Transportation Task Force 
report, on page 15, it states that: 

In the nonmilitary field, the traffic management organizations of the Tennessee 
Valley Authority and the Atomic Energy Commission were found to be outstand- 
ingly good and their functioning almost beyond criticism. 

So that, in considering the problem, it is not because the subcom- 
mittee does not feel the Tennessee Valley Authority has not met its 
responsibility in the past. 

Senator Martin. Mr. Chairman, I would like to add that I am very 
pleased with that report in that particular. There is no criticism of 
the record of TVA here in these remarks. We are struggling for an 
overall achievement of coordination. 

Senator Kennepy. The task force did, however, go on to state that 
TVA traffic management could be made subject to the general super- 
vision and control of GSA traffic management without impairing the 
already good functioning of its traffic branch, and then its rate negoti- 
ation would be the principal function affected; and GSA traffic man- 
agement, with its broad, overall functions, through its inspection and 
supervision would give to TVA the benefit of experience with broader 
Issues. 

Then it said, likewise, the TVA has developed practices which are 
efficient, economical, and useful. Supervising management from GSA 
would take cognizance of such practices, which might desirably be 
employed elsewhere in Government traffic functions. 

In other words, if traffic of TVA would be more efficient in some 
phases, through this central coordination these efficiencies perhaps 
could be developed in other agencies of the Government. 

I would like to ask—I want to conclude this because the Depart- 
ment of State representatives are here and I want them to testify this 
morning—what would be your reaction or specific reaction to this busi- 
ness of having rate negotiations being the principal function taken 
over by GSA if this exemption which you now enjoy were concluded ? 
How do you feel that that might hinder your service, if that function 
were received from TV A ¢ 

Mr. Kamepmeter. I believe Mr. Fahey and I would both be pleased 
to comment on it, because he and I are both very directly and per- 
sonally involved in the major rate negotiations. He and I both, in 
the case of rate negotiations affecting coal, and he in the case of rate 
negotiations affecting all our other products. 

ern Mr. Fahey would like to comment first on that. 

Mr. Faney. Well, the comment I would like to make was that many 
of these rates must be negotiated in a hurry, and our people being on 
the ground, completely familiar with the conditions surrounding our 
need for a rate—it may be a rate to a new location where no tariffs 
have ever been placed—are in a position to render us so much quicker 
service than we could get if some agency at a remote location, and 
unfamiliar with our needs, was going to carry on the negotiations 
for us. 

Senator Kennepy. There is a GSA regional office in Atlanta, isn’t 
there ¢ 

Mr. Fanry. Yes, there is a regional office in Atlanta. 

Senator Kennepy. Then I assume if they were given additional 
authority, they would have personnel more intimately familiar with 
your operation. 
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Mr. Fanry. But if GSA were going to negotiate our rates, they 
would have to be as intimately acquainted with our day-to-day prob- 
lems as we are ourselves, and it would seem to us that would just 
involve a duplication of effort. And the removal of duplication was 
one of the objectives of Public Law 152. 

Mr. Kampmeier. The further comment that I would make, besides 
underscoring the matter of time being of the essence, is the close rela- 
tionship between the rate negotiation and other policymaking man- 
agement decisions. 

Mr. Fahey gave an example of that in his earlier statement. When 
we are deciding upon the location of a new plant, and we are looking 
at alternatives, then rate negotiation is not simply a matter of saying, 
“What rate can we obtain from here to there?” It is a matter of also 
determining whether or not the rate which can be obtained is a satis- 
factory rate at all. Because the answer that we may reach may be to 
entirely abandon that alternative arrangement and to work out an 
entirely different set of circumstances, to choose an entirely different 
site for a plant, to rely upon an entirely different transportation 
method. 

Since that ties together such questions as the rate negotiation, the 
economics of sites A, B, and C, and all the other considerations that 
must enter into the final choice of the plant site, besides the choice of 
transportation to and from it, key members of the staff, and the TVA 
Board as well, must have the entire picture in their minds as the situa- 
tion unfolds, so that the Board can conclude which is the best overall 
answer. 

The negotiation of rates and these other steps that lead to decisions 
as to which site shall be selected are carried on simultaneously. 

And in the instance that Mr. Fahey cited, the whole job was done in 
2 weeks’ time. It would be impossible for me to conceive how that 
sort of job could be done except in a single, closely knit organization. 
If other organizations were involved in it to any appreciable degree, 
that would inevitably slow down the process and prevent that sort of 
a result being achieved. 

Senator Kennepy. The last. point I wanted to make was the point 
made by Senator Martin. Almost every agency whose exemption is 
going to be ended objected to this bill. 

Would you not feel that the interests of TVA would be protected if 
the bill were passed and we gave the authority to the President to con- 
tinue any exemption which he felt desirable? 

Mr. Kamemeter. On that point, sir, perhaps Mr. Marquis or others 
would like to comment. First, let me say that we are here to describe 
to you the TVA situation as we see it, and if what we say is persuasive, 
we would hope that it would be reflected in the action you take. 

We would expect to be permitted to make our case in other situa- 
tions with other folk, but we are here today to make our case with you; 
and if it is persuasive, then we feel that the present exemption ought to 
be continued. 

Mr. Marquis. I would add this, if I may, Mr. Chairman, and that 
is that, as I tried to indicate a short time ago, we feel that this goes 
straight to the basic questions of costs and rates which are spelled out 
in our'statute. 

Now, Con has from the very beginning—in the TVA Act of 
1933—laid ina the proposition that we shall do our best to keep 
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costs down, to keep rates down, to improve and cheapen prices of 
fertilizers. 

That is what is responsible, I think, for the cost-consciousness that 
TVA has had ever since its creation. 

Now, it seems to us if Congress has laid that down by express 
statutory provision that similarly, where you have components of 
costs as important as these, that, too, should be handled in the same 
manner. 

Senator Kennepy. We are most appreciative to each of you for 
your very informative statements. 

Mr. Roprnson. Mr. Chairman, may I make an additional comment 
with respect to our service shops? 

Senator Kennepy. Yes, but we do want to hear the representatives 
of the Department of State this morning. 

Mr. Rosrnson. All right, just briefly. I stressed in my comments a 
while ago the economy of getting a job done quickly. 

I would like to put in the record also the importance of service to 
the customer. That may be the predominant factor. Take, for ex- 
ample, if we lose a large turbine generator, which would force the 
Atomic Energy Commission to reduce its power use by 100,000 or 
200,000 kilowatts for a matter of hours. The shorter we can make 
that interruption of power, the better it is for their operations. 

In other words, by having a nucleus of trained men who know what 
to do and are able to do it promptly, we materially improve the con- 
tinuity of service. 

Senator Krennepy. Thank you very much. 

Mr. Marovis. Thank you. 

Senator Kennepy. The next witness will be from the Department 
of State, Mr. Loy W. Henderson, Deputy Under Secretary. 

Mr. Secretary, it is a great honor for this subcommittee to have you 
here. We are all familiar with the distinguished service you have 
rendered. The chairman is particularly, and I think Senator Martin 
shares that view. We are indeed happy to have you with us today. 

Perhaps you would like to identify the gentlemen who are accom- 
panying you. 


STATEMENT OF LOY W. HENDERSON, DEPUTY UNDER SECRETARY 
OF STATE; ACCOMPANIED BY THOMAS S. ESTES, DEPUTY ASSIST- 
ANT SECRETARY FOR OPERATIONS; MERVYN V. PALLISTER, 
DIRECTOR, OFFICE OF GENERAL SERVICES; W. 0. TRONE, CHIEF. 
SUPPLY MANAGEMENT DIVISION; WILLIAM E. FEE, CHIEF, 
DIVISION OF OPERATING FACILITIES; AND GEORGE STEVART, 
ASSISTANT DIRECTOR, OFFICE OF FOREIGN BUILDINGS, DEPART- 
MENT OF STATE 


Mr. Henverson. Mr. Chairman, I wish to thank you for your kind 
remarks. We consider it an honor to appear before this group of 
Senators and their counsel. 

I am accompanied by Mr. Estes who is Deputy Assistant Secretary 
for Operations in the Department of State; Mr. Pallister, Director 
of the Office of General Services; Mr. Fee, who is the Chief of the 
Division of Operating Facilities; Mr. Trone, Chief of the Division of 
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Supply Services; Mr. Steuart, who is Assistant Director of OFB; 
and we have Mr. Gray with us, who is merely observing, and he is from 
our Congressional Liaison Office. 

Senator Kennepy. Mr. Secretary, I understand you have a longer 
statement which you might wish to place in the record, and a sum- 
mary statement. If we do not conclude with the Department of State, 
perhaps you could come back, or your representatives could come 
back, on the next hearing date, and we can conclude at that time. 

Mr. Henverson. Thank you, Mr. Chairman. 

I do have a long statement in some detail, of which I believe copies 
have already been given to your staff for the record; and, if you will 
permit me, I would like to read this summary statement. 

Senator Kennepy. Yes. Would you proceed. 

Mr. Henverson. Mr. Chairman, I appzeciate the opportunity to 
appear before this subcommittee to present the views of the Depart- 
ment of State regarding the proposal to amend section 602 (d) of 
Public Law 152, the Federal Property and Administrative Services 
Act of 1949, as amended. 

Apart from title 4, dealing specifically with foreign excess property, 
and section 602 (d) (7), dealing with the authority of the Secretary 
of State under the Foreign Service Buildings Act of May 7, 1926, as 
amended, the Federal Property and Administrative Services Act, in 
our opinion, is not entirely clear in its applicabiilty to either the De- 
partment’s diplomatic and consular posts or to those domestic activi- 
ties of the Department which are devoted almost exclusively in pro- 
viding necessary logistical support for its foreign establishments. 

Likewise, it seems to us that the regulations promulgated by the Gen- 
eral Services Administration pursuant to this act sometimes lack clar- 
ity in their applicability in these areas. 

The Department has hitherto construed the intent of Congress as 
limiting the scope of the act to certain domestic functions of Govern- 
ment which are common to most agencies. However, there are a suffi- 
cient number of confiicting features of the act to cause some uncer- 
tainty. 

The Department is hopeful that these hearings will develop suffi- 
cient information to achieve the solution of these problems. 

The Department’s diplomatic and consular posts provide a wide 
variety of administrative support services to the overseas missions of 
other United States governmental agencies, This type of arrangement 
is most efficient and economical, since duplication of common services 
is held toa minimum. 

While the Department of State has accepted willingly in most of 
its domestic operations the policy guidance offered by the General 
Services Administration, it is firmly convinced that it should retain 
operational control over its activities abroad if it is to conduct effee- 
tively its multiple program activities in the delicate and complex field 
of foreign affairs. 

The authors of the Federal Property and Administrative Services 
Act recognized the specialized features of the overseas building pro- 
gram by providing an exemption from the authority of the General 
Services Administrator for the Secretary of State under the Foreign 
Service Building Act of May 7, 1926, as amended. 

It is’our belief, based on long experience, that fragmentation of 
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responsibility for the maintenance of our diplomatic missions and 
consular offices make more complex and more expensive the conduct 
of our foreign relations. 

It seems to us that the Department of State, with the cooperation 
of Congress and other interested governmental agencies, should con- 
tinue to be responsible for the planning, acquisition, construction, and 
maintenance of United States governmental buildings abroad oceupied 
by our diplomatic and consular establishments. 

Among other domestic operations of the Department which are 
maintained and operated almost exclusively to support overseas es- 
tablishments are the United States Despatch Agency and the Travel] 
and Transportation Branch. These freight and passenger operations 
are so integrated with our foreign operations that in our opinion they 
should, as heretofore, be carried on by the Department of State. 

We are convinced that if any other agencies should attempt to take 
them over, the result would be confusion, delays, and increases in 
costs. 

The International Cooperation Administration concurs generally 
in the foregoing views. However, it proposes to submit to this sub- 
committee a separate statement with its remarks on specific features 
of the pending proposals. 

The International Boundary and Water Commission, United States 
and Mexico, has been unable, because of its distance from Washing- 
ton, to furnish its views. However, these will be forthcoming shortly. 

This summarizes the longer and more detailed explanation of the 
views of the Department of State on this subject. 

The members of my staff and I will be happy to answer any ques- 
tions you may have, or supply additional information which is re- 
quired. 

Thank you. 


(Mr. Henderson’s prepared statement is as follows :) 


Statement or Loy W. HeENpeERSON, Deputy UNpER SECRETARY FOR ADMINISTRA- 
TION, DEPARTMENT OF STATE 


Mr. Chairman: I appreciate the opportunity to appear before this subcom- 
mittee to present the views of the Department of State regarding the proposal 
to amend section 602 (d) of Public Law 152, the Federal Property and Admini- 
strative Services Act of 1949, as amended. 

Apart from title 4, dealing specifically with foreign excess property, and 
section 602 (d) (7), dealing with the authority of the Secretary of State under 
the Foreign Service Buildings Act of May 7, 1926, as amended, the Federal 
Property and Administrative Services Act is not clear in its applicability to 
either the Department's diplomatic and consular posts or those domestic ac- 
tivities of the Department which are engaged almost exclusively in providing 
necessary logistical support for its foreign establishments. Likewise, the regu- 
lations promulgated by the General Services Administration pursuant to this 
act frequently lack clarity in their applicability in these areas. 

The Department has construed the intent of Congress as limiting the scope 
of the act, with the exceptions cited above, to the domestic functions of govern- 
ment which are common to most agencies. However, there are a sufficient num- 
ber of conflicting features of the act to cause some uncertainty. The Depart- 
ment is hopeful that these hearings will develop sufficient information to achieve 
the solution of these problems. 


FOREIGN SERVICE BUILDINGS 


Under the authority of the Foreign Service Buildings Act of 1926, as amended, 
the Department of State is authorized to provide representative consolidated 
office space for the Foreign Service and other agencies of the United States 
Government operating in cooperation with the Foreign Service. 
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The original authority conferred upon the Secretary of State in the initial 
act of 1926 has been subsequently reaffirmed and broadened by amendments in 
1946 and 1952. In amending the act in 1952, the Committee on Foreign Affairs 
of the House of Representatives set forth the following objectives for the For- 
eign Service buildings program : 

“1. To provide representative consolidated office space for the Foreign Service 
and other agencies of the United States Government operating in cooperation 
with the Foreign Service, except where leasing arrangements are more 
advantageous. 

“2. To assure through the consolidation, particularly of office facilities, a 
maximum degree of security with minimum expense to the Government. 

“3. To provide Government-owned furnished residences for all ambassadors 
and ministers. 

“4. To provide Government-owned furnished residences for officers in charge 
of consular posts and for senior officers at the principal diplomatic missions, 
including the attachés of the Defense Department and other agencies. 

“5. To provide Government-owned furnished living quarters for a substantial 
part of the American staff at posts where special housing problems exist, such as 
health, security, long-term housing shortages, ete., where no practical alternative 
to Government housing can be found. 

“6. To effect a maximum recovery of foreign credits owed the United States 
Government where such recovery can be fully justified within the terms of the 
above objectives.” 

To date Congress has authorized appropriations of $231,625,000 to carry out the 
purposes of this act, of which $31,625,000 are to be in United States dollars and 
$200 million in foreign currency credits. Against these authorizations, through 
fiscal year 1956 the Congress has appropriated $19,264,000 in United States 
dollars and $128,766,000 in foreign currency credits. The foreign currency 
credits utilized in the buildings program are those resulting from the settle- 
ment of lend-lease, the sale of surplus property, war assets agreements, the sale 
of surplus agricultural commodities, and other agreements made with countries 
unable to pay in United States dollars. These sums of foreign currency can never 
be converted into dollars. The utilization of foreign currency credits in this 
way converts a frozen asset of limited value into capital and equipment assets 
of immediate and lasting value. 

Under the foreign buildings program this Government currently owns 1,188 
buildings valued in excess of $140 million. 

In addition to the owned properties there are in force 1,645 leases representing 
an annual lease payment of $6,300,000. These properties are in some 300 differ- 
ent locations throughout the world. 

It is the opinion of the Department that the Foreign Service buildings pro- 
gram should be continued exclusively under the present authority for the follow- 
ing reasons : 

1. The Foreign Service Buildings Act of 1926 clearly and specifically conferred 
upon the Secretary of State the responsibility for providing suitable representa- 
tive office space and living accommodations for the Foreign Service operations 
of this Government. The intent of Congress in this respect has been reaffirmed 
in subsequent amendments to the act, namely, the amendments of 1946 and 1952. 
The acquisition, disposition, maintenance and operation of properties that house 
our diplomatic and consular establishments overseas ar? so closely re'ated to the 
management of the Foreign Service that the introduction of another agency in 
this already complicated problem will only confuse the operations. 

Furthermore, in every country in which representation is maintained, the 
management of real property bears directly upon our relations with that coun- 
try. Realty matters inevitably become involved in problems of tax reciprocity, 
consular conventions, treaty provisions and, in certain instances, even the sov- 
ereignty of the United States. To inject another essentially domestic agency 
into these problems would create duplication of effort and staif and would unnec- 
essarily confuse the Department’s problem of dealing with foreign governments 
on such matters. 

2. When the original Federal Property and Administrative Services Act of 
1949 was proposed the Foreign Service Buildings Act was specifically exempt 
from the provisions of the act. The Department is not aware of any develop- 
ments in the meantime which would change the situation. 

8. It appears that both the Federal Property and Administrative Services Act 
of 1949 and the present legislative proposals are the result of Hoover Com- 
mission studies. These studies are directed primarily at the domestie opera- 
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tions of the United States Government. The only Hoover Commission report 
that mentions foreign real property is the Report on Real Property Manage- 
ment. In the Commission report on real property management the section deal- 
ing with foreign property contains two recommendations, both designed to im- 
pose greater responsibility on the Secretary of State and in turn on the De- 
partment’s Office of Foreign Buildings for all property owned by this Govern- 
ment overseas. 

Any action to remove the exemption of the Foreign Service Buildings Act 
from the Federal Property and Administrative Services Act of 1949 is inconsistent 
with the Hoover Commission report on real property management. 

4. The Foreign Service Buildings Act, as amended, is a self-contained authority 
aimed specially at the problem of carrying out the objectives of the overseas 
building program as set forth by the House Foreign Affairs Committee Report 
No. 1396 of February 20, 1952, and the Senate Foreign Relations Committee 
Report No. 1586 of May 21, 1952. The Department of State does not believe 
that it would be in the best interest of the Government to comingle the authorities 
of its domestic and foreign real-estate matters. Existing authorities have been 
worked out over the years in the light of experience and have proven satis- 
factory. The Department of State believes that a clear separation of authority 
should exist in these matters and strongly urges that the exemption set forth 
in the Federal Property and Administrative Services Act of 1949, section 602 
(d) (7), continue to be available. 


TRAVEL AND TRANSPORTATION SERVICES 


Under authority of section 911 of the Foreign Service Act of 1946, as amended 
(22 U. 8. C. 1136), the Department’s Travel and Transportation Branch performs 
worldwide passenger traffic operations pertaining to the development of policies, 
plans, and regulations to meet the operating requirements of the Foreign Service 
and other agencies engaged in the conduct of foreign affairs. As an integral part 
of the Department’s administrative operations, it also provides travel and trans- 
portation services for the international travel of persons and makes initial ar- 
rangements for the transportation of household effects to diplomatic and consular 
posts. 

Based on a worldwide knowledge of the complexities of international air, 
surface, and water passenger travel coupled with a thorough understanding of 
the laws, regulations, and customs of foreign countries, the Department’s facility 
is designed to backstop the Foreign Service and provide the professional guid- 
ance so necessary to meet these responsibilities. The Travel and Transportation 
Branch is the focal point within the Department for data necessary to assure 
undisturbed travel to the worldwide establishments of the Foreign Service. 

Apart from its function of establishing policy and developing regulations gov- 
erning foreign passenger travel, which are used also by supported agencies, it 
assists the diplomatic and consular posts in lateral travel to the United States 
and in travel to other foreign countries. It is staffed with personnel who special- 
ize in the many complicated aspects of transporting household effects of em- 
ployees in the Foreign Service. Also, the Travel and Transportation Branch 
is the authorizing office for all passenger traffic and shipment of household effects 
to and from the United States, as well as the transfer of employees and their 
effects from one foreign service post to another. Aside from servicing employees 
of the Foreign Service, the Department is concerned also with travel arrange- 
ments for the Congress and its special committees traveling abroad, and with 
providing for travel to and from international conferences and meetings involv- 
ing both officials and private citizens representing the Government of the United 
States. 

During fiseal year 1955, the Department’s facility serviced passenger travel 
for 8,151 persons, involving 13,537 authorizations, and 21,773 reservations. For 
the first 9 months of fiscal year 1956, and projected workload for April, May, and 
June, the Department will service 10,175 persons, involving 16,270 authorizations, 
and 29,373 reservations. In fiscal year 1955 action was initiated on 3,782. ship- 
ments of household effects, while in fiscal year 1956 it is anticipated that action 
will be taken on 3,888 cases. 

The Department feels very strongly that it should retain the function vested 
in it by section 911 of the Foreign Service Act of 1946, as amended, supra, and 
‘that in order to serve effectively the needs of the Foreign Service, it must also 
provide and control the administrative operating facility which is essential to 
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meet those needs. Other compelling reasons such as those enumerated below are 
an important consideration in support of the Department’s views. 

1. Persons traveling on official business of the United States are accorded 
certain diplomatic immunities from customs and other entry requirements nor- 
mally imposed by a host government upon private individuals or concerns. Such 
immunity is different for virtually every country and even within foreign coun- 
tries. To preserve this immunity documentary requirements and proper identi- 
fication to assure accreditation at destination must be meticulously observed 
otherwise the traveler is delayed in reaching his destination. Deviations from 
established customs may become the basis for an incident of embarrassment in 
that the sovereignty of the United States becomes involved and is preserved only 
by the exchange of diplomatic notes or lengthy negotiations with the ministries 
of the countries involved. 

2. Government, with its intricate system of administrative limitations, unusual 
accounting and disbursing methods and wide varying types of authorizations, 
orders, ete., represents a unique problem in the field of foreign passenger traffic 
inanagement and operations. Internal systems have been established which 
meet the minimum accounting and reporting requirements and recognize the 
limitations of basic legislation, appropriations and regulations to provide an 
efficient and effective means of travel. 

3. Travel to posts in Iron Curtain countries present special problems with re- 
spect to security and documentation. Operating as an element of the Depart- 
ment, the Travel and Transportation Branch is able to handle such transporta- 
tion with relative ease and facility. 

4. Coordination of travel with medical requirements and passport documenta- 
tion is afforded so that notice of the traveller’s departure and schedule may be 
dispatched to and from overseas posts to advise the movement of persons 
traveling on official business. Travel to and through certain areas of the world 
presents certain problems which permit coordination with the political desk 
officer, and provides the traveler and the Department with advantages vitally 
essential to the conduct of foreign relations. 

5. For reasons of economy and efficiency this same service is provided by our 
overseas establishments as an administrative support to other Government agen- 
cies and installations abroad, except the military service. 

A critical analysis of all facts leads me to believe that the function of traffic 
management and its operations as related to the foreign travel can be most 
effectively and economically accomplished by the Department of State which is 
familiar with worldwide travel problems and the customs and regulations of 
foreign governments. Association of the Department’s internal staff with world- 
wide conditions enables it to effectively determine policy and establish procedures 
best suited to accommodate the travel requirements of agencies having overseas 
operations. 

FREIGHT SERVICES 


The United States Despatch Agency was established by the Department of 
State at New York City on November 18, 1830, and now maintains branch offices 
at New Orleans, La., and San Francisco, Calif. Basically, this organization is the 
foreign freight division of the Department, and it is a vital component of the 
Department of State in the support of its 267 diplomatic and consular posts. 
It is the eldest, most experienced and efficient branch of the Federal Government 
dealing today in ocean transportation. The present Despatch Agent, Mr. Howard 
Fyfe, has served continuously in that capacity since January 28, 1930, when he 
had already completed 19 years of service with that agency. His predecessor, 
Mr. Isaae P. Roosa, had completed 44 years of service as the despatch agent prior 
to his retirement. 

Because of its organization and proficiency, the Despatch Agency has per- 
formed for many years the foreign freight forwarding services of other Govern- 
ment departments. Annual appropriations to the Department have provided 
funds to cover these unique services for most other agencies, 

During fiscal year 1955 the Despatch Agency handled 39,714 shipments via 
every major port in the United States, including 27,757.exports and 11,957 im- 
ports. Of these shipments, 23, 114 were undertaken on behalf of 77 other depart- 
ments, agencies and establishments. Shipments for the Department and the 
Foreign Service include office, household and building supplies, materials and 
equipment; furniture, furnishings, records, publications, exhibits, vehicles and 
parts, drugs, personal and household effects, and the remains of deceased Govern- 
ment employees. Some shipments require special security precautions and 
documentation, 
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In addition to its foreign freight duties, the United States Despatch Agency 
maintains reference files of foreign post reports, which are consulted by inter- 
ested business firms and official travelers ; meets and dispatches congressional and 
other high-ranking officials, as well as medical cases, arriving and departing day 
or night by air, rail or steamer; serves as the ocean shipping adviser to Govern- 
ment departments and suppliers of the Foreign Services; and maintains control 
records on time and weight allowances for shipments of Government employees. 

The responsibility of the Department of State for the establishment, mainte- 
nanee, and operation of its diplomatic and consular posts, including the provision 
of appropriate security measures, requires that it continue to operate its own 
freight-forwarding services as it has done since 1830. Moreover, as virtually all 
Government shipments are either consigned to or originate at Foreign Service 
posts, it appears to be desirable and practicable for the shipments of other de- 
partments to move under established and experienced control of State Depart- 
ment facilities. Much of the success of the Despatch Agency, and its ability to 
keep posted currently on foreign shipping, port and cargo conditions, is its par- 
ticipation in the intelligence data collected by the Foreign Service, and the utili- 
zation of the Department’s efficient worldwide pouch, courier, and communica- 
tions services. 

Whiie the operations of the United States Despatch Agency are not presently 
exempted from the General Services Administrator’s authority under section 
602 (d) of Public Law 152, the Federal Property and Administrative Services 
Act of 1949, as amended, it is believed that this law is in conflict with the provi- 
sions of United States Code, title 5, section 153a, and the annual appropriation 
acts which authorize the maintenance and operation of despatch agencies estab- 
lished by the Secretary of State. To overcome any uncertainty on this point, and 
to place the operations of the Despatch Agency on a solid legislative footing, 
the Department has sponsored S. 2569, which passed the Senate on July 28, 1955. 

The Department is agreeable to adhere to appropriate guidance from the Gen- 
eral Services Administrator on matters of broad domestic transportation policy. 
It be.ieves, however, that the Department’s responsibilities for the support and 
operation of its foreign establishments require that full operating authority and 
control over the United States Despatch Agency be vested in the Department, 
and that this important foreign operation should be exempted from the domestic 
purview of the General Services Administration. 


FREIGHT AND PASSENGER SERVICES BY STATE DEPARTMENT ESTABLISHMENTS 
OVERSEAS 


Independently of the United States Despatch Agency and the Travel and 
Transportation Branch, but under the Department’s broad policy guidance and 
supervision, each Foreign Service post maintains units engaged actively in pas- 
senger and freight traffic operations, including customs clearances an‘ onforward- 
ing activities. These operations are conducted in accordance with either the 
laws, regulations, or customs of each host government, or by special agreements 
negotiated with those governments by American diplomatic missions. Such 
activities are not restricted to traffic to and from the United States, but embrace 
lateral traffic between foreign countries and intracountry movements. 

As the Department is the primary instrument of the United States Government 
in the field of foreign policy, and its foreign establishments are the Government's 
permanent representatives Overseas, such posts now render common services in 
the transportation and traffic field to Federal agencies serving abroad, except the 
Military Establishments. As post responsibilities presently include the provision 
of these common services to all agencies, which are not unlike those supplied 
domestically by the General Services Administration, we do not believe that it 
serves the best interests of American foreign policy to displace or dislocate the 
traditional functions of the Foreign Service abroad. 


PROCUREMENT, WAREHOUSING, PERSONAL PROPERTY UTILIZATION AND DISPOSAL 


The applicability of the Federal Property and Administrative Services Act 
of 1949, us amended, to these activities of the Department at its overseas loca- 
tions and domestic activities necessary to backstop our missions abroad is not 
clear. Likewise, the regulations promulgated by the General Services Admin- 
ee pursuant to this act frequently lack clarity as to their applicability 
abroad. 

The Department bas construed the intent of the Congress as limiting the scope 
of the act, with the exception of title 4 dealing specifically with foreign excess 
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property, to the domestic functions of Government which are common to most 
agencies. There are, however, a sufficient number of conflicting features of the 
act to cause some uncertainty in this respect. It would be helpful if the legis- 
lative history of this act could be extended to confirm this interpretation, or the 
Declaration of Policy in section 2 modified to provide specific applicability to the 
continental United States, its territories and possessions. 

The overseas establishments of the Department of State provide administra- 
tive services not only for Foreign Service posts but, in addition, for most of the 
overseas missions of other Government agencies. This type of arrangement 
has proved economical and efficient since duplication of common services is held 
to a minimum. More importantly, however, the accomplishment of these ad- 
ninistrative tasks involves virtually daily contact with host governments which 
can be accomplished only through appropriate diplomatic channels. In order to 
conform as nearly as possible to the laws and practices of the host government, 
considerable flexibility must be provided in the Department’s policies and proce- 
dures as there are few common denominators which apply to all posts consider- 
ing the widey varying circums.ances under which operations are conducted. 
Accordingly, broad authorities are delegated to chiefs of diplomatic missions 
and consular officers to conduct these activities within the framework of guiding 
policies in the light of local conditions. It is believed that this essential flexi- 
bility would be seriously impaired if policies and regulations directed to the 
common needs of Government in the continental United States were made ap- 
plicable to operations abroad. 

It may be well to reexamine the degree to which the interests of economy 
and efficiency are really being served when the head of an executive agency has 
lost control and direction of the logistic-support functions which are important 
and in some respects essential to the successful consummation of his substan- 
tive mission. It would seem appropriate that the predominant role of the Gen- 
eral Services Administration should be managerial rather than operational except 
in those instances where a commonly needed service can be provided to all agen- 
cies without an overriding feature of discretionary controls. Stated differently, 
it does not appear organizationally sound that a service agency should be vested 
with authority to weigh the requirements and determine the merits of need of one 
executive agency aS opposed to the requirements of another executive agency, 
of necesstiy denying one and granting the other. The extension of the Federal 
Property and Administrative Services Act to overseas operations of the Depart- 
ment would create an even more awkward arrangement. A chief of diplomatie 
mission is and must be the supreme authority within his country of accredita- 
tion insofar as interests of the United States are concerned and such anthority 
should not be subordinated to the managerial or operational direction by other 
than those directly related to the conduct of foreign affairs. 


CONCLUSION 


I appreciate this opportunity to present the views of the Department of State 
which are, in summary, that the Department welcomes policy guidance and 
assistance from the General Services Administration in our domestic operations. 
In fact we have had the most cordial working relationships in this sphere. The 
Department does not believe that it was the intent of Congress or the authors 
of the act of 1949, that a generally domestic service organization should partici- 
pate in our foreign operations. We believe, moreover, that only an organization 
which is concerned daily with the solution of complex problems which arise in 
the conduct of business with foreign governments can effectively operate its 
facilities which support our overseas missions, consulates and personnel. 

My staff and I are at your disposal for any further information you desire. 
Thank you. _ 

Senator Kennepy. Senator Martin? 

Senator Martin. Does your statement apply to all proposals here, 
or do you have some points in the Hoover Commission recommenda- 
tions or in this bill that you cam separate from others that you 
would—— ; 

Mr. Esres. If I understand your question correctly, Mr. Senator, 
yes, we can separate these various points, as the Under Secretary 
stated, on the Foreign Buildings Act, particularly, where there is 
specific exemption. 

77494—56——4 





46 WAREHOUSING AND TRANSPORTATION 


We have also our travel, we have our freight movements. We can 
separate each one of those. And in the longer statement we have 
specifically headed each one separately. 

Senator Martin. We need that information here very much, be- 
cause certainly we do not want to make a dragnet here of everything. 
We want your views in the matter, and where you recommend the 
line be drawn. 

Mr. Estes. We have tried to do that for you, Mr. Senator. 

Senator Kennepy. GSA does some management of the Defense 
Department—and some administration in these fields overseas. Is it 
your contention that your transportation and warehousing activities 
affect our foreign policy or our relations with foreign countries more 
than those activities of other agencies do? 

Mr. Henperson. Yes, sir. Mr. Chairman, we are referring only 
to the storage of and to the transportation of effects which are used in 
connection with our own diplomatic and consular functions. We are 
not referring to military storage. 

Senator Kennepy. Yes: I understand. 

Mr. Henperson. That is another matter; but we are referring to 
what we need, day to day, in our operations, and also that applies 
particularly to transportation, and also to storage to an extent. 

We do not have any large storage facilities abroad. Each mission 
has its own small storehouse where we keep our supplies, and we feel 
that those storage facilities should continue to be under the Depart- 
ment of State. 

Mr. Esres. I would like to add this, sir, perhaps, just to clarify a bit 
more. When you mentioned the effect of this operation on our foreign 
relations, there is an aspect of it in assuring that there is the proper 
procedure for customs clearance for each country, where you can 
store supplies and the various aspects of the innumerable foreign coun- 
tries, where each problem is different. But, as the Deputy Under 
Secretary said, Mr. Chairman, it is a relatively small amount that 
we are talking about, of course. 

Senator Kennepy. I wonder if we could ask Mr. Elliott of GSA to 
return for a few minutes? 

Mr. Henpverson. In the meantime, Mr. Pallister might make a fur- 
ther comment on the question asked of me. 

Mr. Patutster. Mr. Chairman, I obtained a slightly different con- 
notation of your question. As I understood it, the question was: Did 
we propose to take over existing GSA responsibilities overseas. 

Senator Kennepy. No. I was wondering whether there were some 
responsibilities of yours that could properly be handled by GSA, or 
is the argument being made that all of your present responsibilities in- 
volve foreign relations so intimately that they could not be handled 
by GSA? 

Mr. Paster. I misunderstood your question. The point is, all we 
wanted to do was to protect the State Department interests, without 
moving in and broadening our field as to the interests of other agencies. 

Senator Krennepy. Perhaps, Mr. Elliott, you could come forward. 

Mr. Extaort. Yes, sir. 

Senator Kennepy. We just wanted to go into this matter in more 
detail. 

Mr. Elliott, could you give some information as to what you now 
are doing abroad, and whether it is the opinion of GSA that they could 
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take over some of these responsibilities now being handled by the 
Department of State, without interfering with our foreign relations? 

Mr. Exxiorr, Yes, sir, I can give you a little, and I think Mr. Ken- 
nedy and Mr. Davis could supplement it, if they would. 

We have a London office and a Tokyo office, GSA has. The London 
office does do transportation and storage activities in connection with 
materials acquired under the defense production program. The Tokyo 
office does a similar function. 

The Tokyo office also acts as an administrative supply service for 
ICA operations in that area. 

In addition, and I would like to mention this before asking Mr. 
Davis and Mr. Kennedy to supplement the details, if you will recall, 
approximately a year or a year and a half ago—about a year and a 
half ago—it was in the previous contract, the Senate Appropriations 
Committee had a special staff study made of various overseas oper- 
ations. 

The staff study was headed, as I recall, by Gen. Julius Klein, 
and he made a staff report to the Senate Appropriations Committee 
which that committee endorsed, in a bipartisan fashion, to provide for 
coordination in some of the common-use supply, storage, and trans- 
portation activities overseas under the general guidance of GSA. 

Now, Mr. Kennedy and Mr. Davids—Mr. Davids, would you ex- 
plain what we are doing specifically in connection with foreign trans- 
portation today for ICA ¢ 

Mr. Davips. My name is Steven S. Davids. We have within the 
Transportation and Public Utilities Services of GSA an Ocean Traffic 
Branch, which deals with the responsibility of providing ocean-traffic 
management to both the activities within the General Services Admin- 
istration as well as activities responsibility for which has been vested 
with GSA by other agencies. 

Specifically, we perform ocean-transportation management for ICA 
on their export program, where they purchase commodities and mate- 
rials in the United States as well as in countries abroad, destined for 
worldwide supply to the free nations participating under the ICA pro- 
gram. 

Specifically, we would be moving commodities, let us say, which are 
purchased in Italy and destined for Indochina, or commodities which 
originate in the Benelux countries and are destined to the Middle East. 

We would secure ocean transportation, we would negotiate for the 
space and, based on the quantities and other criteria, we would decide 
whether we would go out and utilize charter medium that is obtaining 
an entire vessel, or whether we would, avail ourselves of liner services, 
which are regular steamship services on a given trade route. 

We would negotiate such rates whenever such rates are classified as 
open, that is, where the tariffs permit the negotiation of rates based 
on quantities and the law of supply and demand prevailing at that 
time; and at all times we would negotiate or obtain, through the me- 
dium of competitive bids, offers for entire space on a certain vessel. 

In other words, we would obtain what. is known as a charter fixture. 

Now, we would move those commodities on a worldwide basis. But 
not all commodities, because the International Cooperation Adminis- 
tration vests similar functions with other Government agencies. 

: Senator Kennepy. Do you save anything to supplement that, Mr. 
Kennedy ? 
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Mr. Kennepy. No, sir, I have not, Mr. Chairman. 

Senator Kennepy. Mr. Henderson, would you want to comment, or 
would anyone with you want to comment, on that statement ? 

Mr. Henverson. I might make a brief comment. 

It seems to me that the functions which GSA is performing for ICA 
are a legitimate type of function which GSA could perform overseas. 

We draw a line between handling of quantities of material for 
programs of this kind, draw a line between that and the handling of 
what we need, day to day, for our operations as the State Department, 
what we need for our diplomatic missions; small, relatively small ship- 
ments that have to be handled quickly. We have to use sometimes 
diplomatic pouches in emergencies. Sometimes we use steamer, some- 
times air, but it is something we need quickly on a day to day basis, 
and it would be a very clumsy arrangement for us to go to some other 
agency of the Government in order to have this handled. 

Senator Kennepy. Do ycu want to comment, Mr. Elliott? 

Mr. Ex.iorr. I might say this, Senator Kennedy, as Mr. Floete said 
earlier, we have not moved a lot in this field, but in an analogous 
situation, that is, the Interior Department installations in Alaska. 
And I believe, although I know about Alaska and, perhaps Hawaii, 
we do, from our west coast regional offices, provide the day to day 
depot supply and servicing of their needs through a depot in Seattle, 
subdepo‘s in Alaska. And it is a normal in-and-out supply opera- 
tion which it seems to me would be very closely analogous to their day 
tu day supply operations for their consular officers. 

Mr. Henverson. Mr. Chairman, may I add another word. I think 
there is a great deal of difference in sending supplies to our overseas 
territories and sending them to foreign countries. In order to handle 
this properly, you need someone at each end of the line. 

Now, are we going to ask the GSA to have attachés in our posts 
abroad to handle a shipment at that end, to see about the orders, to 
check what is needed? Are we going to have GSA going also into 
the diplomatic game? Are we going to have a further dispersal of 
the responsibilities of the State Department by having another agency 
in on the scene? 

What is going to be the status of a GSA man? Is he going to be 
a diplomat or not? Are we going to put him on the diplomatic list? 

We have all kinds of problems arise which arise every time we in- 
troduce another agency into our diplomatic and consular missions. 

It seems to us we have to bear in mind there are two ends to this 
line. One is the United States end, and the other is a foreign end, 
and we ought to have the same agency handling both ends. 

The GSA is very helpful to us here, GSA is helping us to get our 
supplies. 

But when we start to move them abroad, at that point we think that 
we should continue to be in charge. 

Mr. Erxtorr. Might I say, Senator Kennedy, that of course what I 
think mav have been Jost sight of is that it is an inteeral part of this 
bill that the President will have power to make administrative exemp- 
tions by Executive order on a case-by-case basis; and while, of course, 
I am not in a position now and I am sure Mr. Floete is not in a posi- 
tion to say whether or not he would join in such a request, it seems 
to me that the sort of case which has been made here is the sort of 
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thing which would be considered as to whether there are special cir- 
cumstances. 

And if there are, I am sure that GSA would joint with them if, on an 
examination of facts, it is disclosed it is appropriate to have that sort 
of administrative exemption on a specific basis. 

Senator Kennepy. Mr. Secretary, are there any services which you 
are now performing under the present exemption granted to you which 
you believe the GSA can do more satisfactorily ? 

Mr. Henperson. Mr. Chairman, at the present time, I don’t know 
of any. 

I want to assure you that we are open-minded. Weare perfectly will- 
ing to make a study and find out if there is anything where GSA 
could do more for us. 

We are not empire builders. We are not anxious to do things un- 
necessarily. We would be very happy, I can assure you, to turn over 
to GSA any kind of task which we are performing which we can be 
convinced GSA can perform better. 

Mr. Exxitorr. Might I say, Senator Kennedy, on behalf of Mr. 
Floete—and I know he would want me to say this—that he would 
not want to take over any function unless he was convinced that we 
could perform it better for the using agency and for the taxpayers. 

Senator Martin. It is hard for us to write this into legislation in 
detail. We are going to have to depend largely on administrative 
action in a matter such as you handle, and I think the two agencies can 
well get together on that, and we can make the legislation broad 
enough to avoid any handicapping of either agency. 

I can see we need the advice of both agencies on how to draw the 
general terms that we are going to have in the statute. 

Senator Kennepy. I think—supplementing what Senator Martin 
said—there is no sense in our passing this bill if we intended that the 
President is going to continue all the exemptions. We have to have 
some evidence that it is going to be of substantial assistance, and that 
the President will not find it necessary, by administrative decision, to 
continue all the exemptions which are now part of the law. 

Perhaps more light will be thrown on this matter next week. 

We appreciate your coming, Mr. Secretary and, of course, Mr. 
Elliott, Mr. Kennedy, and Mr. Davids. 

Mr. Scull will get in touch with the representatives of your office, 
Mr. Henderson, to determine whether supplementary information or 
testimony will be needed from your assistants here. 

Thank you all. 

Mr. Henverson. Thank you. 

Senator Kennepy. Mr. Angus McDonald, assistant legislative 
secretary of the National Farmers’ Union, has a statement. We would 
be grateful to him if he would submit his statement this morning. 

(The statement referred to is as follows :) 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE SECRETARY, NATIONAL 
FarMers UNION 


Mr. Chairman and members of the committee, as a representative of the 
National Farmers Union, I am here to present our position on the committee print 
which is being considered by your committee at this time. Our interest in this 
legislation stems from the fact that our members produce a substantial part of 
the grain produced in the United States. Many thousands of our members in 
the Middle West and Southwest produce grain which is ultimately handled by 
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the Commodity Credit Corporation. The 175,000 members of the Farmers Union 
Grain Terminal Association produce a substantial part of the grain in the 
States of North Dakota, South Dakota, Minnesota, and Montana. This great 
cooperative, the largest grain marketing cooperative in the world, handles around 
150 million to 200 million bushels of grain a year. 

Under existing law, the Department of Agriculture is responsible for the pru- 
curement and supply of transportation and storage services which relate to grain 
and other commodities handled and held in warehouses by the Commodity Credit 
Corporation. This agency is particularly qualified because of the long years of 
experience in handling farm commodities under authority of congressional 
statutes. We feel strongly that this Department is best qualified to handle trans- 
portation services relating to commodities which it owns or holds because of non- 
recourse loans. 

The Department has over the years done an excellent job in attempting to 
present the facts before the Interstate Commerce Commission and other agencies 
in regard to rates and other transportation matters. The Transportation Division 
in the Department of Agriculture has compiled information in regard to trans- 
portation which has been of great benefit to the members of my organization 
and has made possible the presentation of our views properly reinforced with 
factual information to congressional committees. 

As we understand this proposed bill, exceptions which the Congress made in 
regard to the authority of the General Services Administration would be repealed. 
We are addressing this statement primarily to the exception which relates to 
the Department of Agriculture, but we are wondering why it is necessary now to 
reverse the policy laid down by the Congress in section 602 of the General Services 
Act which relates to other agencies also. It appears on the face of it that each 
of these with their long experience in handling transportation and warehousing 
functions would be better qualified than some new agency which would of neces- 
sity be duplicating certain activities and bookkeeping chores carried out by the 
exempted agencies. 

There seems to be a tendency in some quarters to undermine and destroy ali 
transportation legislation which protects the public interest and particularly 
agriculture. I call the committee’s attention to a statement by this witness pre- 
sented to the Senate Small Business Committee, 84th Congress, 1st session, De- 
cember 2, 1955. I suggest that our basic transportation policy as laid down by 
the Congress, over a period of years, should not be tampered with unless exhaus- 
tive hearings are held and all facets of the transportation situation are explored. 
Specifically, we urge the committee to disapprove the proposal to repeal the 
exemption which wes wisely granted to the Department of Agriculture in 1949. 


Senator Kennevy. I desire at this point to insert in the record state- 
ments submitted to the subcommittee by: General Services Adminis- 
tration; Department of Agriculture; Department of Health, Educa- 
tion, and Welfare; Department of Commerce; Office of the Post- 
master General; Atomic Energy Commission; Central Intelligence 
Agency; Veterans’ Administration; National Council of Farmer Co- 
operatives; United Fresh Fruit and Vegetable Association; and the 
American Legion. 

(The statements referred to are as follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 1, 1956. 
Hon. Joun F. KENNEDY, 
Chairman, Subcommittee on Reorganization, Committee on Government 
Operations, United States Senate, Washington, D.C. 


Dear Mr. CHarRMAN: Reference is made to the letters of your staff director, 
Mr. Miles Scull, Jr., dated April 19 and 20, 1956, and a telephone communica- 
tion on April 28, 1956, from Mr. Scull to Maxwell H. Blliott, General Counsel. 
GSA. 

It is understood that the hearings scheduled for Wednesday, May 2, 1956. 
will be based on the committee print forwarded by Mr. Scull’s letter, which 
recites that it is a bill to amend section 602 of the Federal Property and Admin- 
istrative Services Act of 1949 with respect to the procurement and supply of 
transportation and storage services. 

Study of the committee print indicates that removal of the statutory exemp- 
tions of the various executive agencies from the’authority of the Administrator 
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of General Services is limited to the provisions contained in section 602 (d) 
of the Federal Property and Administrative Services Act of 1949, as amended. 

The committee print proposes in general to add to section 602 a new subsec- 
tion (h), which would modify subsection (d) thereof so as to render it inap- 
plicable to (A) the procurement and supply of transportation services, including 
the performance of traffic management functions; or (B) the procurement and 
supply of storage services, including the operation and management of ware- 
houses, supply centers, repair shops, fuel yards, and similar facilities. 

The proposed legislation would authorize the Administrator to prescribe regu- 
lations exempting the transportation or storage of security classified goods, and 
would leave the present exemption applicable to the transportation of the mails. 

In the committee print provision is included also so that the President may, by 
Executive order, make the present subsection (d) exemptions applicable with 
respect to storage and transportation in such specific cases as he deems necessary 
in the public interest or for the national security. 

§. 2591, relating to excess and surplus property, which was passed by the Senate 
after recommendation by your subcommittee, considered the same problem re- 
specting exemptions. S. 2591 would authorize the President to make exemptions 
by Executive order in a manner similar to that outlined in the committee print. 

This legislative approach, in providing for such Presidential action on ex- 
emptions in the fields of storage, warehousing, and traffic-management functions, 
would admit oof reexamination of the basis for present exemptions, continuance 
of such exemptions where warranted by current operations, as well as limiting 
or eliminating as appropriate such exemptions as have been unnecessarily broad 
or insufficiently justified. 

The committee print states it to be the sense of the Congress that the Adminis- 
trator of General Services should utilize to the fullest possible extent the au- 
thority vested in him by section 201 of the act in the fields of procurement and 
supply of transportation and storage services and that other agencies should co- 
operate to the same extent with the Administrator in the exercise of such author- 
ity. It is, therefore, plain that except with reference to the exemptions under sec- 
tion 602 (d), the committee print does not amend or affect the remaining provi- 
sions of the Federal Property and Administrative Services Act, as amended. It is 
important to note that this leaves undisturbed section 205 (h), which places on 
the Administrator of General Services the duty of consulting with the executive 
agencies with a view to obtaining their advice and assistance in carrying out 
the purposes of the act, thereby assuring a climate of interagency cooperation. 

Also, under section 201 of the act, the Administrator is required in exercising 
his authority in the procurement field to determine that proposed actions are 
advantageous to the Government in terms of economy, efficiency, or service, and 
to have due regard for the program activities of the agencies concerned. 

Thus, the committee print proposes in effect to reaffirm the authority vested in 
the Administrator to control and manage Government storage, warehousing, and 
traffic-management activities while, at the same time, preserving the necessary 
requirements placed upon the Administrator which are considered to be entirely 
reasonable and which, with proper cooperation of other agencies, should not 
hamper the Administrator in the discharge of his responsibilities. 

It should be pointed out that the committee print covers the same subject mat- 
ter as S. 2469, S. 2365, and S. 2366. In accordance with our understanding with 
the subcommittee staff, our views as expressed in the foregoing have been directed 
to the committee print in lieu of comments of this agency on such bills. 

For the reasons stated, GSA favors enactment of legislation in the form of the 
committee print. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 


FRANKLIN G. Frortre, Administrator. 


DEPARTMENT OF AGRICULTURE, 
Washington, April 27, 1956. 
Mr. Mrtrs Scutt, Jr. 
Staff Director, Subcommittee on Reorganization, 
Committee on Government Operations, United States Senate. 
Dear Mr. Scvt.: This is in reply to your letter dated April 21, 1956, in which 
you notify us that hearings scheduled for Monday, April 30, 1956, on 8S. 2365 and 
8. 2366 will be devoted instead to the committee print attached to your letter. 
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In our letter to you dated April 24, 1956, we stated that the Department had 
already submitted reports recommending against the enactment of S. 2365 and 
S. 2366 and we referred you to our reports on these bills dated February 28, 1956, 
and August 22, 1955, respectively. 

The result of legislation as proposed in the committee print would in effect be 
the same as that contained in the two Senate bills above cited and the position 
stated in our reports to your committee on 8S. 2365 and S. 2366 also expresses the 
Department’s opinion on the legislation proposed in the committee print. 

As stated in our letter to you of April 24, we do not plan to be represented by 
witnesses at the hearings on April 30, but we do plan to have an observer present. 

Sincerely yours, 
True D. Morse, 
Acting Sccretary. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 28, 1956. 
Hon, JoHn F. KENNEDY, 
Chairman, Subcommittee on Reorganization, 
United States Senate. 

Dear SENATOR KENNEDY: This is in reply to your requests of July 27, 1955, and 
August 9, 1955, for reports on S. 2365 and 8S. 2469 respectively, bills extending 
the authority of the General Services Administration with respect to warehouses 
and other storage facilities operated by civilian agencies of the Government. 

The Department is opposed to these bills insofar as they apply to storage oper- 
ations involving the Commodity Credit Corporation’s price-support programs, 
similar programs, section 32 and national school-lunch programs. 

With respect to these programs, it is essential that the storage operations, as 
well as the procurement and transportation functions, remain under the control 
and administration of this Department. This is necessary since it is the respon- 
sibility of the Secretary of Agriculture to successfully carry out theSe programs, 
the storage operations of which are so intimately related to the procurement and 
transportation functions that to divorce either of these three funcions from the 
others would seriously hamper the successful administration of these programs. 

For the past two decades this Department has been engaged in storing perish- 
able and semiperishable foods and fibers. In the course of this time we have 
trained experts in this field. The transfer of these operations to another agency 
whose personnel is not so trained we believe would be wasteful and inefficient. 

We are currently storing approximately 843 million bushels of several types 
of grain in upward of 190,000 bin structures located throughout the Corn and 
Wheat Belts of the United States. This storage program is under the direction 
of the Commodity Stabilization Service of this Department and its several field 
offices. The handling and safe storing of those types of grain is a highly spe- 
cialized operation. Temperatures, moisture content, and age are factors in these 
storage operations which only experts in that particular field can evaluate. 

With respect to owned and loan commodities stored with commercial ware- 
housemen, the Department has developed manuals, instructions, and handbooks, 
all dealing with the procedures and criteria for the safe storage of these commodi- 
ties. These instructions and publications cover a range of operations from farm 
storage to the storage of frozen foods. 

The Department has also developed a very successful and efficient warehouse 
examination program whereby personal examinations are performed periodically 
and reports made by the warehouse examiners on the conditions under which com- 
modities are stored and the general conditions of the commodities themselves. 

This Department utilizes its own inspection services in performing quality 
inspections of commodities stored for its account. Such inspections are made 
at established intervals so that at no time are foodstuffs stored without having 
careful attention given to their condition. 

All of these functions and operations as stated above are integrated with our 
price-support programs, procurement programs, and disposition programs, all 
of which functions and operations serve as an integrated whole under the di- 
rection of the Secretary of Agriculture. 

The Department is also concerned that the provisions of these bills might be 
interpreted to encompass the administration of the United States Warehouse Act 
and thus require the transfer of personnel and appropriated funds for this work 
to the General Services Administration. We are mindful, however, that this 
interpretation would not appear to be in keeping with the stated purpose of 
these bills, but the words “with respect to the operation and management of ware- 
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houses and ether storage facilities” appearing in section I of these bills are 
subject to this broader interpretation. The Department, of course, also opposes 
these bills from this standpoint. 

With respect to the warehousing and storage of materials and supplies for 
the use of the Department in carrying out its programs, we have always con- 
sidered that the Federal Property and Administrative Services Act of 1949, as 
amended, provides the General Services Administration with adequate authority. 
We would not, however, object to a clarification of the language of the act if 
such clarification is considered necessary. We strongly urge, however, that sec- 
tion 205 (h) of the act, which requires the Administrator to advise and consult 
with interested Federal Agencies with a view to obtaining their advice and as- 
sistance in carrying out the purposes of the act, remain unchanged. 

This provision is very desirable and is a reasonable requirement and con- 
sidered necessary to assure that full consideration will be given to any proposal 
under the act affecting programs for which this Department has the respon- 
sibility for successfully carrying out. 

The Bureau of the Budget advises that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 
Bart L. Burz, Assistant Secretary. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., August 22, 1955. 
Hon, Joun F. KENNEDY, 
Chairman, Subcommittee on Reorganization, Committee on Government 
Operations, United States Senate. 


Dear SENATOR KENNEDY: This is in reply to your letter dated July 27, 1955, 
requesting our views and recommendations on pending legislation entitled 
S. 2366, relating to the traffic management functions of the General Services 
Administration. 

We oppose the enactment of this bill. The Department, in conducting its pro- 
grams of price support, grants to farmers, resales, commodity stabilization, for- 
eign aid, and other programs presently exempted from the Federal Property and 
Administrative Services Act of 1949, procures, transports, stores, and disposes of 
vast quantities of farm commodities, such as cotton, grain, tobacco, wool, oils, 
and dairy products. 

The Department is efficiently and economically performing its total traffic re- 
sponsibility through its Washington office and its several field offices. The De- 
partment handles more than 30 percent of the total tonnage moved by agencies 
of the Government. Approximately 95 percent of our shipments are by Com- 
modity Credit Corporation, and move on uniform straight (commercial) bills of 
lading, and these shipments are exempt from transportation tax (sec. 5, act of 
Mar. 8, 1938) (52 Stat. 108; 15 U. 8. C., 713a-5). 

The Department’s transportation people have dealt with the special problems 
incident to the transportation of foodstuffs, much of which is of a perishable na- 
ture, for many years, and we feel that they are in a much better position to con- 
duct the traffic management phases of its traffic operations than another agency 
which does not have this experience. 

The Department, in conducting its many export programs of foodstuffs, much 
of which also is perishable, is required to comply with exact timing in making 
deliveries to shipside. This can be done only when the entire traffic operation is 
wholly under the control of those persons programing the procurement and dis- 
posal of the commodity. Also, it is necessary that the transportation phases of 
our price-support programs be wholly under the control of those conducting such 
programs, since transportation, protective services, scheduling of deliveries, etc., 
are integral parts of the whole program and, in our opinion, cannot be separated 
without a substantial loss in efficiency and economy. 

The proposed legislation would transfer a portion of the functions now per- 
formed by the Department of Agriculture under section 201 of the Agricultural 
Adjustment Act of 1938, and section 203 (j) of the Agricultural Marketing Act 
of 1946, to the General Services Administration. If this proposed transfer were 
made, considerable confusion would result. In many cases, double representation 
would be involved. 

For example, under the proposed legislation in a case involving grain, the 
Department would represent the interest of grain producers, but the Govern- 
ment itself is the largest grain shipper in the world at the present time. It 
would be most confusing to a regulatory agency, and wasteful duplication of 
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effort, to have the Department presenting evidence on behalf of the American 
farmer and at the same time have the General Services Administration present- 
ing evidence with respect to the same Commodity on behalf of the United States 
Department of Agriculture. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report nor to the repeal of the statutory exemptions from control 
by the General Services Administration of traffic management, if the President‘is 
authorized to grant suéh exemptions by Executive order as he deems necessary 
in the public interest. ; 


Sincerely yours, 
J. A. McConneELL, Assistant Secretary. 


DEPARTMENT OF HEALTH, EpUCATION, AND WELFARE, 


Washington, April 30, 1956. 
Hon. JOHN F. KENNEDy, 


Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate, Washington 25, D. C. 


DEAR Mk. CHAIRMAN: In view of our understanding that the committee print 
on procurement and supply of transportation and storage services, transmitted 
to us by Mr. Scull, with his letter of April 21, is intended to supersede S. 2365 
and 8S. 2366, and in view of Mr. Scull’s advice that the hearing scheduled before 
your subcommittee on the subject will be on the committee print rather than 
on these bills, we shall confine our comments to the committee print in lieu of 
any bills on this subject on which we have not as yet reported. 

Our primary concern is with section 2 of the committee print, especially with 
respect to the application of that section to the storage of medical and scien- 
tific supplies. Section 2 would declare it to be the sense of the Congress that 
the Administrator of General Services “should utilize to the fullest possible ex- 
tent the authority vested in him by section 201 of the Federal Property and 
Administrative Services Act of 1949 with respect to the procurement and supply 
of transportation and storage services,” and that executive agencies should ¢o- 
operate to the fullest possible extent with the Administrator in his exercise of 
such authority. 

We have difficulty in attempting to appraise the meaning and practical e.- 
fect of this section of the committee print. The sense of the Congress, and 
indeed its mandate, is already unmistakably expressed in section 201 of the 
Federal Property and Administrative Services Act, which provides the Ad- 
ministrator “shall, in respect of executive agencies, and to the extent that he 
determines that so doing is advantageous to the Government in terms of econ- 
omy, efficiency. or service, and with due regard to the program activities of the 
agencies concerned”, (1) prescribe policies and methods of procurement and 
supply, including related functions such as storage; (2) operate warehouses 
and supply centers and, “after consulation with the executive agencies affected,” 
consolidate such facilities or take them over or arrange for their operation by 
any executive agency; etc. (Italic supplied.) 

If section 2 of the committee print is intended to be no more than a reaffirma- 
tion of congressional intent thus expressed in section 201 of the basis act, with 
the important conditions and qualifications contained in that section and ital- 
icized above, we do not believe that it would serve any useful purpose. On 
the other hand, especially in view of the phrase “to the fullest possible extent” 
contained in section 2, it might be construed, or misconstrued, as urging the 
Administrator to resolve all doubts in favor of exercising the centralized con- 
trols and the direct operation, or centralization of operation, of storage or other 
functions referred to in section 201 of the act without due regard to the question 
of whether this would be advantageous in terms of economy, efficiency, or serv- 
ice, or advantageous to the program activities of the agencies concerned. 

The need for avoiding misunderstanding in this respect is all the more im- 
portant in connection with the question of the storage of medical supplies, 
in view of the apparent internal inconsistency in the relevant administrative 
recommendation of the Hoover Commission’s Special Task. Force:on Depot 
Utilization, which is to the effect that the responsibility of the GSA “should 
inelnde the storage and distribution of medical supplies for all civilian agen- 
cies, consistent with the recommendation of the Federal Medical Services Task 
Force”. The latter task force had recommended the centralization of the medi- 
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cal supply procurement and storage function in the Veterans’ Administration. 
Whether the advantages of centralization of the storage and distribution of 
medical supplies for all civilian Federal agencies would outweigh the accom- 
panying disadvantages is a question which can be resolved only after more ex- 
tended exploration than was possible for the Federal Medical Services Task 
Force to undertake. However, if centralization should be decided upon, it seems 
clear that it should be thé résponsibility of a specialized agency Ti thé medical 
and scientific field rather than of a. general service agency, lest serious injury 
be done to the medical and scientific programs involved. As said by the Medical 
Services Task Force: 

“Medical supply is a technical function. It concerns items that are used 
for the treatment of patients. These items are generally procured, stored, and 
distributed differently from other types of supply items. They present diffi- 
cult problem of deterioration and obsolescence. For these reasons this function 
must be administered and directed by persons with extensive knowledge of the 
current utility of medical supply items in light of continuing advances and 
improvements in the techniques of medical science.” 

Moreover, many minor items of equipment having highly specialized functions 
and a wide range of selection, such as drugs and pharmaceutical supplies, can 
be standardized and integrated into a property utilization program, without 
threat to health programs, only if the procurement planning and utilization 
responsibility is discharged by experts under the immediate direction of pro- 
gram officers. 

We therefore recommend against favorable consideration of section 2 of the 
committee print or similar proposals. We believe that the provisions now con- 
tained in section 201 of the act and in section 205 (h) (requiring consultation 
by the GSA with the executive agencies) are fully adequate and afford the 
necessary flexibility to accomplish all necessary improvements in storage of sup- 
plies. The problem is one of wise administration on the basis of determining 
the best interest of the Government in each case, rather than use of authority 
for centralization “to the fullest possible extent”. We have no comment to 
make on the other provisions of the committee print. 

We are advised by the Bureau of the Budget that it perceives no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Haroip ©. Hunt, 
Acting Secretary. 


THE SECRETARY OF COMMERCE, 
Washington, May 2, 1956. 
Hon. JoHN F. KENNEDY, 
Chuirman, Subcommittee on Reorganization, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: This letter is in reply to your request of April 21, 1956, 
for the views of this Department with respect to a committee print of a bill 
“To amend section 602 of the Federal Property and Administrative Services Act 
of 1949 with respect to the procurement and supply of transportation and storage 
services.” 

The bill would repeal the present exemptions of certain Government agencies 
from the anthority of the General Services Administration with respect to ware- 
housing and traffic management. The President could by executive order rein- 
state such exemptions as he deemed appropriate. The committee print also ex- 
presses the sense of the Congress that the General Services Administration should 
exercise to the fullest its present authority in this area. 

It is believed that vesting of these functions in General Services Administra- 
tion and abridging General Services Administration’s power to delegate perform- 
ance would be undesirable, particularly in those instances where the agency 
has programs involving special problems in warehousing and transportation. 

In this Department such agencies as the Civil Aeronautics Administration, 
Weather Bureau, Maritime Administration, Coast and Geodetic Survey, etc., 
operate and maintain equipment and facilities not used by other Federal agen- 
cies. Maintenance and repair of such equipment frequently is vital to the opera- 
tion of the Bureau’s programs. Centralizing in General Services Administra- 
tion the transportation, warehouse, and supply activities with respect to the 
original equipment or parts therefor would inevitably involve costly delays in 
replacement and repair of this critically needed equipment. 
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A similar situation exists with respect to certain office supplies used in the De- 
partment. The Bureau of the Census and the Patent Office use office equipment 
and supplies which are not in common use in other Government agencies. Here 
again centralization would involve costly delays. There would appear to be no 
countervailing reason of economy or efficiency which would justify transfer of 
these specialized warehousing or supply activities to the General Services 
Administration. 

For these reasons the Department recommends inclusion in the bills a general 
exemption with respect to special-purpese items not of general use. Although 
we believe such an amendment to be preferable, the Department would interpose 
no objection to enactment of section 1 of the committee print if amended to 
provide authority for the President to make these exemptions as he deems appro- 
priate. As noted above, the bill in its present form apparently would limit the 
President’s power of exemption to those functions now specifically exempted 
under section 602 (d) of the act and with respect to which the bill would remove 
the exemption. 

We would defer to the views of the Department of Defense as to the extent 
to which such legislation should apply. te their programs. ‘Section 2.of. the bill 
expresses the sense of the Congress that General Services Administration should 
exercise its authority to the fullest extent possible. It is believed that this sec- 
tien would in effect deprive General Services Administration of the authority to 
vest in agencies that portion of these operations which it deems most appropriate 
for decentralized performance while retaining, to the extent necessary, general 
policy guidance. It is believed that there are many cases where an exemption 
such as is contemplated to be made by the President could not be justified on 
the basis of the uniqueness of the operating agency’s needs, but decentralized per- 
formance under general supervision of General Services Administration would be 
warranted on grounds of economy and good organization. Section 2 would ap- 
pear to forcelose such limited delegations by General Services Administration. 
The Department, therefore, recommends against enactment of section 2 of the 
committee print. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SINCLAIR. WEEKS, 
Secretary of Commerce. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., May 1, 1956. 
Hon. Jonn F. KEnNeEpy, 
Chairman, Subcommittee on Reorganization of the Committee on Govern- 
ment Operations, United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to the request of April 21, 1956, for 
the views of this Department on committee print of a bill entitled “To amend 
section 602 of the Federal Property and Administrative Services Act of 1949 
with respect to the procurement and supply of transportation and storage serv- 
ices.” for consideration by the committee at the hearing on May 2, 1956. 

The effect of this measure on the functions of the Post Office Department 
would be similar to the effect of S. 2366 and S. 2469, on which this Department 
reported under dates of December 1, 1955, and March 7, 1956, respectively. 

The purpose of the first section of the committee print is to repeal statutory 
exemptions from the authority of the Administrator of General Services over 
traffic and transportation management activities of the Government. However, 
the exemption presently contained in section 602 (d) (15) of the Federal 
Property and Administrative Services Act of 1949, as amended (40 U. 8. C., sec. 
474), with respect to mail transportation functions of the Postmaster General, 
would not be affected by the provisions of section 1 of the committee print, since 
the exemption for the movement of the mails is continued by the language in line 
12, page 2 of the bill. 

Under the present law (40 U. S. C., sec. 481) the Department has an arrange- 
ment with the General Services Administration whereby that Agency concludes 
arrangements with contractors for moving mail equipment by freight. The 
General Services Administration has delegated to the Post Office Department 
authority to conclude arrangements for moving such equipment in mail channels. 
This arrangement would not be disturbed by the first section of the committee 
print. 
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Section 2 of the committee print provides as follows: 

“(a) The Administrator of General Services should utilize to the fullest pos- 
sible extent the authority vested in him by section 201 of the Federal Property 
and Administrative Services Act of 1919 with respect to the procurement and 
supply of transportation and storage services ; and 

“(b) Each executive agency should cooperate to the fullest possible extent with 
the Administrator in the exercise by him of such authority.” 

Decentralization of the distribution of supplies from the one centralized point, 
Washington, D. C., was completed on February 28, 1955. 

These centers are located in the mail streams in the post office buildings at 
Washington, D. C., New York, N. Y., and Chicago, 1ll., and the General Services 
Administration building in Kansas City, Mo., on a rental basis, serving approxi- 
mately 44,000 postal establishments throughout the United States, Alaska, Hawaii, 
and all overseas military organizations. The decision to locate these centers at 
these points was made after a 2-year trial at a pilot installation in New York. 
An extensive survey was also made by the Department, with the services of out- 
side consulting engineers, regarding such major factors as economic transpor- 
tation and service and handling costs. 

The centers stock approximately 1,500 printed forms peculiar to the operating 
needs of the postal service only, procured from the Government Printing Office, 
in addition to approximately 100 common use standard forms procured from 
General Services Administration. Additionally, the 4 centers stock approxi- 
mately 1,100 common-use items and special Post Office Department items of office, 
cleaning and custodial nature, scales, rubber stamps, medical supplies, finger- 
print supplies, and delivery equipment such as carrier satchels and straps. This 
material is purchased from a variety of sources, either the General Services 
Administration in accordance with the Federal Supply Schedule, or if not ob- 
tainable from these sources, on the open market by the Post Office Department. 

This Department is opposed to transferring the warehousing and distribution 
operation of the supply centers from the administration of the Post Office Depart- 
ment to the General Services Administration for the following reasons: 

(1) The overwhelming majority of stocks handled by Post Office Department 
supply centers are peculiar to postal operations and are designed to most effi- 
ciently and economically meet the constantly changing requirements of efficient 
service to the public. (Volume of postal establishments served, approximately 
44,000. ) 

(2) The 4 centers receive, review, and process more than 360,000 requisi- 
tions yearly with 1 to 200 line items per requisition. 

(3) The average requisition comprises supplies requiring at least 1 carton; 
average weight of each carton is 25 pounds or a total yearly weight of approxi- 
mately 9 million pounds. The distribution of all supplies is made under Post 
Office penalty mail labels by the Postal Transportation Service of the Post Office 
Department through the parcel post mail stream. 

(4) Requisitions are now processed within 2 working days after receipt at 
supply centers. 

(5) Reviewing and editing of postal requisitions are handled by experienced 
postal personnel with knowledge of changing postal conditions, stock levels, and 
requirements. 

(6) Many common-use items in cartoned or packaged sizes obtainable through 
General Services Administration are now shipped in cartons or multiples of 
cartons directly from General Services Administration warehouses to requisition- 
ing post offices. 

(7) If these centers were turned over to General Services Administration, it 
would be necessary to recreate and reestablish many postal supply units in local 
post offices which have been eliminated through the establishment of these four 
divisional centers. The establishment of these centers is estimated to have 
reduced the supply distribution costs of this Department by over $250,000 per 
year not counting 56 central-accounting post-office supply centers which are being 
abolished with a subsequent release of floor space, equipment, and manpower to 
other mail-handling functions. 

It is the view of this Department that this function, which even now is coordi- 
nated with the General Services Administration, should remain under the admin- 
istrative control of this Department. The warehousing and distribution of forms 
and items to postal establishments are functions peculiar to this Department, 
which has the flexibility and the familiarity with postal problems and their solu- 
tions to efficiently meet the changing demands of the postal service. 
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To comply with the policy expressed in the provisions of section 2 of the com 
mittee print would probably require the transfer of approximately $850,000 of 
post-office appropriations for personnel and rental costs to the General Services 
Administration to cover the operation of postal supply centers. The net effect of 
this section on postal expenditures would be contingent, however, upon action 
which might be taken by the General Services Administration. It is believed that 
any reduction in personnel and rental costs as a result of the transfer of this 
function would be offset in the form of increased costs of supplies and equipment 
which this Department would probably be required to reimburse the General 
Services Adminjstrat mm to cover this operating cost. Furthermore, the enact- 
ment of section 2 of the committee print might make it necessary to reestablish 
many postal supply units in local post offices at an annual cost of approximately 
$250,000. 

In view of the foregoing, this Department is opposed to the enactment of sec- 
tion 2 of this measure unless provision is contained therein for the exemption of 
the Post Office Department. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to the committee. 

Sincerely yours, 
Maurice H. STANs, 
Deputy Postmaster General. 


Atomic ENrereGy COMMISSION, 
Washington, D. C., April 26, 1956. 
Hon. JoHn F. KENNEDY, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, United States Senate 

DEAR SENATOR KENNEDY: By letter of April 19, 1956, addressed to the Chairman 
of this Commission, Mr. Miles Scull, Jr., of your staff advised that you had sched- 
uled public hearings beginning at 10 a. m., Monday, April 30, 1956, on 8S. 2365, a 
bill to extend the authority of the General Services Administration with respect 
to warehouses and other storage facilities operated by civilian agencies of the 
Government, and §. 2366, a bill relating to the traffic management functions of 
the General Services Administration, Mr. Scull asked to be notified whether 
this Commission desired to be represented by a witness at these hearings or to 
submit a statement for the record. Mr. Scull's further letter of April 21, 1956, 
forwarded a committee print of an unnumbered bill which he advised would be 
the subject of the scheduled hearings rather than 8S. 2365 and 8. 2366 and stated 
that statements of witnesses should be directed to the committee print rather 
than to the foregoing numbered bills. We have now been advised that the hear- 
ings have been rescheduled for Wednesday, May 2, 1956. 

On April 23, 1956, Charles A. Perry, our congressional liaison officer, advised 
Mr. Scull by telephone that this Commission did not desire to be represented by 
a witness at the scheduled hearings, but that we did plan to submit a formal writ- 
ten statement. This letter represents our written statement commenting on the 
above-referenced committee print. 

As we understand the committee print, it would remove the statutory exemp- 
tions contained in section 602 (d) of the Federal Property and Administrative 
Services Act of 1949 (Public Law 152, 8ist Cong.), as amended, of various execu- 
tive agencies, including this Commission, from the General Services Adminis- 
trator’s authority with respect to the procurement and supply of transportation 
services, including the performance of traffic management functions, and the 
procurement and supply of storage services, including the operation and manage- 
ment of warehouses, supply centers, repair shops, fuel yards, and similar facili- 
ties. The committee print, however, differs from the above-referenced numbered 
bills in several respects, primarily in that (1) it would not appear to affect the 
provisions of Public Law 152 other than the exemption provisions of section 602 
(ad) thereof; (2) in contradistinction to S, 2365, it would authorize the President 
by Executive order to restore the statutory exemptions otherwise removed by the 
committee print as he deemed such to be necessary in the public interest or for 
the national security ; and (3) in contradistinction also to S. 2365, it would not 
repeal other inconsistent laws or parts of laws. 

We have previously submitted written comments on both 8S. 2365 and §. 2366 
to your subcommittee. Our comments on S. 2365 were submitted by letter ad- 
dressed to Mr. Scull of your staff dated March, 21, 1956, and our comments on 
S. 2366 were submitted by letter to you dated December 19, 1955. 
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In our comments on 8. 2365 we pointed out that there are important Atomic 
Energy Commission warehouse and storage activities which are conducted in 
accordance with policy prescribed by this Commission as essential to the special 
statutory responsibilities involving the national security with which this Com- 
mission is entrusted. For example, it was pointed out that these activities in- 
volved the handling and storage of source and special nuclear material, classi- 
fied material, and items including weapons and weapon components that are 
essential to the national security. It was also pointed out that under our cost- 
type contract operation it is the Atomic Energy Commission’s policy to hold the 
contractor responsibility for completion of projects and for meeting production 
schedules ; that this policy requires the contractor to maintain such inventories 
as are reasonable to meet such deadlines, schedules, or completion dates; that 
this usually involves operation and management of warehouse and storage facili- 
ties located in plants, areas, and production buildings, most of which are in 
security areas; that many of the items involved are unique to this Commission 
and its operation; that these items are usually warehouse or stored in strategic 
locations throughout our plants and in warehouses adjacent to the plants; and 
that under this type operation our contractors are responsible for 99 percent 
of Atomic Energy Commission-owned stores inventories. It was further pointed 
out that to transfer these responsibilities to the General Services Administration 
would necessitate revealing restricted data to persons not otherwise requiring 
such data and would result in lack of assurance that the Atomic“Energy Com- 
mission would be able to complete its programs without interruption. 

In our comments submitted on 8S. 2366, we pointed out that the Atomic Energy 
Act of 1954 places responsibility in this Commission for protecting public health 
and safety in connection with the distribution of source and special nuclear 
and byproduct materials and for control of restricted data; and that we as- 
sumed that the proposed bill would not affect the Commission’s responsibility 
in these areas and that traffic management functions exercised by the General 
Services Administration and policies prescribed by the Administrator would not 
supersede action taken by this Commission pursuant to its responsibilities. 

It is our view that the above considerations are equally vital in connection 
with the proposed committee print. We assume that, if suitable arrangements 
were not worked out with the General Services Administration under other pro- 
visions of Public Law 152 (i. e., sec. 205 (e)) to permit this Commission to con- 
tinue to handle storage and warehouse and transportation and traffic manage- 
ment functions as they relate to its statutory responsibilities for the Atomic 
Energy program, the exemption of the Atomic Energy Commission from author- 
ity of the General Services Administration in these fields could be restored by 
Executive order of the President under subsection (h) (4) of the committee print. 
If this assumption is not correct, then we strongly recommend inclusion in the 
committee print of language which would serve to remove any doubt as to the 
continued responsibility of the Atomic Energy Commission under the Atomic 
Energy Act of 1954, as amended, for carrying out the above functions. 

The Bureau of the Budget has stated that it has no objection to the submis- 
sion of these views. 

Sincerely yours, 
R. W. Coox, Acting General Manager. 


CENTRAL INTELLIGENCE AGENCY, 
Washington, D. C., April 27, 1956. 
Mr. MiLes@Scutt, Jr., 
Subcommittee on Reorganization, Senate Committee on Government Opera- 
tions, Washington, D. C. 

DeaR Mr. Scuti: The Central Intelligence Agency has not been specifically 
requested to comment on a bill to amend section 602 of the Federal Pr perty 
and Administrative Services Act of 1949 with respect to the procurement and 
supply of’transportation and storage services, which is now being considered by 
the Subcommittee on Reorganization of the Senate Committee on Government 
Operations. We are very much interested, however, in the subject matter cov- 
ered by this bill. 

In this connection, we would like to inform the committee that this Ageicy 
is responsible for the transportation and storage of a large volume of materials 
which bear a security classification. In addition, it is at times administratively 
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infeasible to separate classified and unclassified items, both of which may be 
stored in secure warehouse facilities. 

We expect to use transportation and storage facilities arranged by the General 
Services Administration in cases where security factors are not involved. When 
such factors are involved, however, we feel that this Agency should continue to 
have the legislative authority for exemption from the provisions of this type of 
bill where national security interests so dictate. Although we do not feel that 
this need is met through a provision which places us in a position of assigning 
security classifications based on regulations issued by another Government 
agency, as provided on lines 7 through 10 on page 2 of the committee print, the 
authorities in lines 13 through 16 of the same page would appear to provide 
adequate protection. 

In view of the fact that you have requested comments by April 27, this is in 
the nature of a summary report. We will be happy to elaborate on the matter 
if the committee so desires. 

The Bureau of the Budget has indicated that it has no objection to the sub- 
mission of this report. 

Sincerely yours, 
NorMAN §, Paul, Legislative Counsel. 


VETERANS’ ADMINISTRATION, 
Washington, D. C., April 27, 1956. 
Mr. MILes ScuLL, IJr., 
Staff Director, Subcommittee on Reorganization, Committee on Government 
Operations, United States Senate, Washington, D.C. 


Dear Mr. Scuti: This is in reference to your letters of April 19 and 21 and 
memorandum of April 24, 1956, concerning scheduled public hearings beginning 
May 2, 1956, with respect to the subject matter of S. 2365 and S. 2366, 84th 
Congress. Your letter of April 21 indicates that the hearing will be devoted to 
a committee print of that date on these subjects, rather than the original bills. 

It is clear from the committee print, as well as your explanation of its purposes, 
that its enactment would not change the existing situation with respect to the 
authority of the Administrator of General Services in relation to the warehouse, 
storage, transportation, and traffic management activities of the Veterans’ Ad- 
ministration. It would preserve the requirement of subsection 201 (a) of the 
Federal Property Act that as a condition to the exercise of the authority in 
these and other areas, the Administrator of General Services must determine 
that his action will be advantageous to the Government in terms of economy, 
efficiency, or service, and must give due regard to the program activities of the 
agencies concerned._ 

Thus, the committee print differs sharply from 8S. 2365 which the Veterans’ 
Administration strongly opposed in its report to the subcommittee of March 7, 
1956, because that bill proposed to nullify the mentioned conditions precedent 
with respect to the exercise of control by the Administrator of General Services 
over warehousing and storage operations. As explained in our report of Novem- 
ber 23, 1955, on S. 2366, 84th Congress, it was assumed that this drastic result 
would not follow from enactment of that bill dealing with traffic management 
functions. However, it is plain that the committee print, dealing also with this 
subject, would not change the existing statutory requirements in relation to 
traffic and transportation activities of this agency. 

Since the committee print is consistent with the position taken by the Veterans’ 
Administration in the mentioned prior reports, there would be no objection to the 
print, and there appears to be no reason for our representation at te hearings. 
If further information should be desired, we shall be glad to furnish it, upon 
request. 

Very truly yours, 
T. F. Darey, 
Acting Assistant Administrator for Legislation. 
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NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Washington, D. C., May 1, 1956. 
Re Legislation to Implement Hoover Commission Recommendations relating to 
Transportation and Warehousing. 
Hon. JoHN F.. KENNEDY, 
Chairman, Subcommittee on Reorganization, Senate Committee on Govern- 
ment Operations, Senate Office Building, Washington, D. C. 

DEAR Mr. KENNEDY: We have just learned that a public hearing will be held 
before your subcommittee on May 2 with respect to S. 2365, S. 2366, and other 
bills relating to the transfer of authority now vested in other executive agencies 
with respect to traffic management functions to the General Services Administra- 
tion. 

We have also obtained from your staff a copy of a committee print of a bill, 
dated April 21, 1956, which also deals with this subject. 

Our interest and concern in these bills pertain to those transportation functions 
of the Secretary of Agriculture which are authorized and directed by section 201 
(a) to (d) of the Agricultural Adjustment Act of 1988, as amended (52 Stat. 36), 
and section 203 (i) and (j) of the Agricultural Marketing Act of 1946 (60 Stat. 
1087) to be performed by the Secretary of Agriculture on behalf of farmers and 
agriculture generally. 

We are enclosing with this letter copies of the above statutory authorizations 
for your ready reference. 

We understand from your staff that the committee print is not intended to 
extend the operation of the Federal Property and Administrative Services Act 
of 1949, as amended, to include the functions now rendered by the Secretary vf 
Agriculture on behalf of the agricultural community pursuant to the uuthority 
vested in him by the 1938 and 1946 acts referred to above. 

It is our belief, however, that the committee print is not sufficiently clear and 
specific to assure that under it the specified authority vested in the Secretary of 
Agriculture would be retained and not subject to transfer to the General Services 
Administration or any other Federal agency. We believe this point should be 
covered by specific exemption from transfer of these functions. 

The delegate body of our organization representing some 5,000 farmer business 
associations, which have a membership close to 3 million, in annual session in 
January 1955, expressed its views on this matter in the following policy resvulution 
unanimously adopted : 


“USDA PARTICIPATION IN HEARINGS 


“The council is concerned over the recent efforts of certain nonagricnitural 
business interests and Government officials designed to curtail the participation 
of the United States Department of Agriculture in proceedings before the Inter- 
state Commerce Commission and other regulatory agencies. 

“The council believes that the continued exercise of such authority by the 
USDA is in the public interest and is essential in order that the facts concerning 
the transportation of agricultural commodities and farm supplies may be fully 
and fairly presented. 

“The council, therefore, directs its officers to oppose any restrictions upon the 
present authority of the USDA to participate in such proceedings.” 

We specifically recommend that in any legislation dealing with this subject 
which you may approve that there be a definite provision for the functions of the 
Secretary of Agriculture under section 201 of the Agricultural Adjustment Act of 
1938 (52 Stat. 36), and section 203 (i) and (j) of the Agricultural Act of 1946 (60 
Stat. 1087), to continue to be exercised by the Secretary of Agriculture as now 
provided in the statutes creating the authority. We, likewise, are opposed to the 
vesting of authority by statute in the President to provide for the exemption of 
these functions. The Congress in its wisdom has directly and specifically author- 
ized the Secretary of Agriculture to perform these needed functions and the 
record of the discharge of these functions by the Secretary of Agriculture since 
the passage of the acts has not only demonstrated their value and importance in 
the general public interest but has shown that these functions can most effec- 
tively and economically be performed by the Secretary of Agriculture through the 
use of the facilities of his Department. We feel that it would be very unwise ‘to 
interfere with or restrict in any way the full exercise of these functions by the 
Secretary of Agriculture because, as Congress so well recognizes, the Secretary 
of Agriculture heads the only Department in the executive branch capable of 
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properly exercising these functions due to the fact that the statistical and other 
factual information necessary to carry out the functions are assembled, compiled, 
and maintained in the Department of Agriculture. 

Unless the legislation which may be enacted specifically continues the exercise 
of this authority by the Secretary of Agriculture there is the great Canger that 
it might be permitted to lapse entirely or become completely ineffective in pro- 
tecting the interests of the agricultural community and public generally with 
respect to the transportation of agricultural commodities and farm supplies. 

I should also like to point out that the policy resolution of our organization and 
this letter are not directed to the matter of the exercise of traffic management 
functions by the Secretary of Agriculture in connection with the warehousing and 
transportation of goods in which the Government has a proprietary interest. We 
feel that with respect to the interest of the Government as a shipper where cer- 
tain authority is now vested in the Secretary of Agriculture it is a matter for 
proper policy determination by Congress in consulattion with the executive branch 
of the Government as to the most efficient and economical manner in which the 
traffic-management functions might be exercised. I would point out, however, a 
matter which I believe it is important for your committee to consider that 
whether it is in the interest of economy, efficiency, and the general public interest 
to have the Secretary of Agriculture representing the agricultural community 
on rate matters pertaining to agricultural products and to have another govern- 
ment agency pursuant to housekeeping authority handling the same subject 
matter with respect to the same classes of products merely because of its secon- 
dary interests as a shipper. 

The functions as to “adjustments in freight rates for farm products” and 
“transportation rates and facilities for farm products” which Congress has au- 
thorized the Secretary of Agriculture to perform are service functions of an 
entirely different character from those exercised because of the Government's 
interest as a shipper. Congress in its wisdom has deemed it essential for these 
service functions to be performed by the Secretary of Agriculture as the only 
practical channels through which such functions can be satisfactorily performed 
for the farmers of the country and in the public interest. 

It has been asserted by some transportation and business interests in particu- 
lar that the exercise.of these functions by the Secretary of Agriculture represents 
an unwarranted special service to the agricultural community and should be dis- 
continued. We vigorously oppose this view. 

The cost of transportation in marketing farm products covers about one-eighth 
of the total marketing charges and in the case of the farmer they cannot be 
passed on to others but are generally reflected in lower net income to him. In 
many other businesses these costs are passed on to be paid by others. The agri- 
cultural output of the Nation, including hundreds of different varieties and 
grades of food and fiber, comes from close to 5 million farm units. If equity and 
fairness in rates and service covering the movement of all these products are to 
be attained, the facts must be compiled, analyzed, and presented before the appro- 
priate agencies in pertinent proceedings. Obviously, the farmers, the producers 
of the raw materials, could not possibly do this on their own regardless of the 
resources which might be available to them. It is well known, however, that 
the resources to do this are not available to farmers. It is equally obvious that 
other Government agencies, all of which lack access to the basic data which it 
is the authorized executive function of the Secretary of Agriculture to obtain, 
eould not perform this necessary function as economically and efficiently as the 
Secretary of Agrictulture. 

With respect to the movement of industrial and manufactured products, the 
situation is quite different. In the distribution of many industrial products, such 
as steel, oil, and rubber, under our economic structure, a comparatively small 
number of corporations or trade associations have access to the basic information 
concerning the movement of such products to permit the presentation of such 
data to the appropriate agencies of Government when decisions are to be made 
on transportation matters applicable to them. 

In a hearing before a subcommittee of the House Government Operations Com- 
mittee last year, a railroad executive and former chairman of the Subcommittee 
on Transportation of the Hoover Commission, expressed opposition to the exemp- 
tion from the operation of a similar bill of the functions of the Secretary of Agri- 
culture to which we are referring. This is the traditional position of the rail- 
road industry and it is understandable. In most of the proceedings before the 
ICC in which the carriers have sought increased rates, it has been due largely to 
the evidence on the movement of agricultural products which the 
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Agriculture has been able to assemble and present that in many cases has resulted 
in the increases authorized being held to a more reasonable level than would 
otherwise have been the case. It has not been a matter of the Secretary of Agri- 
culture acting as a pleader for a special group of citizens or taxpayers to the 
detriment of others. It has been and is simply a matter of the Secretary of 
Agriculture in pursuance of his responsibility authorized by Congress as the 
coordinating medium, and the only effective one available in view of the inherent 
nature of; the agricultural economy, to bring before the responsible agency of 
the Government the facts to permit of a fair and equitable decision on trans- 
portation rates and services with respect to agricultural products, fair and equi- 
table not only to farmers but to those composing the other segments of our 
economy. 

We therefore respectfully urge that in acting on this legislation you include 
specific provisions for exemption of those functions of the Secretary of Agricu)- 
ture which we have described. 

Sincerely yours, 
HoMER L. BRINKLEY, 
Ezvecutive Vice President. 


(Agricultural Adjustment Act of 1938, As Amended) 
(52 Stat. 36) 


ADJUSTMENTS IN FREIGHT RATES FOR FARM PRODUCTS 


Sec. 201. (a) The Secretary of Agriculture is authorized to make complaint 
to the Interstate Commerce Commission with respect to rates, charges, tariffs, 
and practices relating to the transportation of farm products, and to prosecute 
the same before the Commission. Before hearing or disposing of any complaint 
(filed by any person other than the Secretary) with respect to rates, charges, 
tariffs, and practices relating to the transportation of farm products, the Com- 
mission shall cause the Secretary to be notified, and, upon application by the 
Secretary, shall permit the Secretary to appear and be heard. 

(b) If such rate, charge, tariff, or practice complained of is one affecting 
the public interest, upon application by the Secretary, the Commission shall make 
the Secretary a party to the proceeding. In such case the Secretary shall have 
the rights of a party before the Commission and the rights of a party to invoke 
and pursue original and appellate judicial proceedings involving the Commis- 
sion’s determination. The liability of the Secretary in any such case shall 
extend only to liability for court costs. 

(c) For the purposes of this section, the Interstate Commerce Commission 
is authorized to avail itself of the cooperation, records, services, and facilities 
of the Department of Agriculture. 

(d) The Secretary is authorized to cooperate with and assist cooperative 
associations of farmers making complaint to the Interstate Commerce Commis- 
sion with respect to rates, charges, tariffs, and practices relating to the trans- 
portation of farm products. 


(Agricultural Marketing Act of 1946) 
(60 Stat. 1087) 


TRANSPORTATION RATES AND FACILITIES FOR FARM PRODUCTS 


Sec. 203. The Secretary of Agriculture is directed and authorized: 
* * * e * * . 


(i) To determine the needs and develop or assist in the development of plans 
for efficient facilities and methods of operating such facilities for the proper 
assembly, processing, transportation, storage, distribution, and handling of agri- 
cultural products. 

(j) To assist in improving transportation services and facilities and in ob- 
taining equitable and reasonable transportation rates and services and adequate 
transportation facilities for agricultural products and farm supplies by making 
complaint or petition to the Interstate Commerce Commission, the Maritime 
Commission, the Civil Aeronautics Board, or other Federal or State transporta- 
tion regulatory body with respect to rates, charges, tariffs, practices, and serv- 
ices, or by working directly with individual carriers or groups of carriers. 
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UniItep FResu Fruit & VEGETABLE ASSOCIATION, 
Washington, D. 0., May 1, 1956. 
Hon. Joun F. Kennepy, 
Chairman, Subcommittee on Reorganization, 
Senate Office Building, Washington, D. 0. 


Dear Senator: We are writing you concerning the hearing to be held by your 
committee on May 2 on a committee substitute bill for S. 2365, 2366, 2476, and 
2469 relating to the warehousing and transportation functions of the Federal 
Government. 

Our principal concern with this proposed legislation is confined to paragraph 
(h) (1) of the committee print insofar as it deals with the transportation 
work now being performed by the Department of Agriculture under section 201 
of the Agricultural Adjustment Act of 1938 and section 208 (i) and (j) of the 
Agricultural Marketing Act of 1946. As we interpret the language in the com- 
mittee print, the exemption granted to the Department of Agriculture and other 
agencies under the provisions of subsection (d) of the act would not apply 
to “the procurement and supply of transportation services, including the per- 
formance of traffic management functions.” 

The Department of Agriculture was authorized by statute to assist the farm 
community in its transportation problems because Congress felt that the farm- 
ers were not as well equipped to handle such matters as the large industrial 
concerns. Under these statutes the Department of Agriculture is authorized 
to make complaints to the Interstate Commerce Commission, the Maritime Com- 
mission, the Civil Aeronautics Board, or other Federal or State transportation 
regulatory bodies with respect to the rates, charges, tariffs, practices, and serv- 
ices of the various carriers. 

We believe that the Department of Agriculture has done an excellent job in 
carrying out the mandate of the Congress to assist the farmer with his trans- 
portation problems. We should like to see this work continued and expanded. 

The question of the right of the Department of Agriculture to appear before 
the Interstate Commerce Commission was placed before the membership of this 
association at its 51st annual meeting held in New York City on January 31- 
February 3, 1955, and the following resolution opposing any curtailment in the 
authority now vested in the Department to intervene in transportation proceed- 
ings was adopted unanimously. 

“Whereas certain nonagricultural interests and Government officials have ad- 
vocated action which would bar the United States Department of Agriculture 
from intervening in proceedings before the Interstate Commerce Commission, 
as is now permitted by authority of specific legislation ; and 

“Whereas the Department has rendered invaluable services to agriculture 
in numerous such proceedings : Be it 

Resolved, that the United Fresh Fruit & Vegetable Association, in annual 
convention at New York City, February 3, 1955, opposes any curetailment 
of the authority now vested in the Department of Agriculture to intervene in 
transportation proceedings, and regards such intervention as being in the public 
interest and essential in order that authentic data pertaining to the transporta- 
tion of fresh fruits and vegetables and the significance of transportation charges 
thereon may be fully and fairly presented.” 

It is our understanding that the transportation work performed by the De- 
partment of Agriculture under these statutes is for the benefit of the agricultural 
community as a whole, and does not apply to the movement of goods where the 
cost of transportation is borne by the Department of some other Federal agency. 

This is a national trade association having nearly 3,000 members residing in 
all of the States who are engaged in growing, shipping, packing, and distribut- 
ing fresh fruits and vegetables. Because of the nutritive value of fresh fruits 
and vegetables, their necessity In a balanced diet and their importance as pro- 
tective foods, they play an important part in the food supply of this Nation. 
The growing population has caused more production and has thus necessitated 
more transportation service. The importance of this service to the national 
economy is perhaps best evidenced by the fact that fresh fruits and vegetables 
represent more than one-fourth of the total average per capita consumption 
of foods in the United States. 

Our members ship more than a million carloads of fresh fruits and vegetables 
annually. We are, therefore, vitally interested in all modes of transportation. 

It is our understanding that under the language of the committee print the 
functions now exercised by the Secretary of Agriculture under the statutes re- 
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ferred to above would be transferred or would be subject to transfer to the Gen- 
eral Services Administration or some other Federal agency. However, we do not 
believe this would be in the interests of agriculture. 

Because of the importance to the agricultural community of this transporta- 

tion work, we should like to suggest that your committee give favorable con- 
sideration to providing a specific exemption for the Department of Agriculture 
such as you have done for the Post Office Department under section (h) (3) 
of ‘the committee print. We should, therefore, like to recommend that a new 
section be added which would provide that: 
“The provisions of subparagraph (A) of paragraph (1) shall not apply to 
the functions of the Secretary of Agriculture under section 201 of the Agricul- 
tural Adjustment Act of 1938 (52 Stat. 36) or section 203 (i) and (j) of the 
Agricultural Marketing Act of 1946 (60 Stat. 1087).” 

We shall appreciate your making this letter a part of the record of the May 
2 hearing and we respectively request favorable consideration of the above sug- 
gested amendment in order that the transportation work of the Department of 
Agriculture, which is now being performed under these two statutes, may be 
continued in that Department. 

Yours sincerely, 
DURWARD SEALS, Trafic Manager. 


STATEMENT OF MILES D. KENNEDY, DIRECTOR, NATIONAL LEGISLATIVE COMMISSION, 
THE AMERICAN LEGION 


We understand that this committee is meeting to consider a substitute bill for 
S. 2365, S. 2366, S. 2476, and 8. 2469. We offer the following comments on the 
provisions of those bills. 

The American Legion opposes 8. 2365 and 8. 2469. These bills, which relate to 
warehouses and other storage facilities, contain identical provisions in only 
slightly different language. 

S. 2365 and 8S. 2469 are apparently intended to give effect to recommendation 
2 (b) of the Hoover Commission Report on Depot Utilization. That recommenda- 
tion suggested that the Congress give to the General Services Administration the 
necessary authority to integrate into its own control, or to compel coordination 
of, all civilian agency storage. The bills, however, go further and require the 
Administrator to exercise certain functions. The bills seems to go too far, also, 
in the use of the term “other storage facilities.” It was not the position of the 
Hoover Commission that its recommendation extend to all storage faciilties. 
For example, with reference to the Veterans’ Administration, the Commission 
said on page 15 of its report, “Storage space at hospitals and other facilities totals 
3,013,000 square feet and, of course, must be retained in control of the Veterans’ 
Administration. 

The American Legion believes that existing law, particularly as it pertains to 
the Veterans’ Administration, is adequate. At present, the General Services Ad- 
ministrator is authorized to operate warehouses and supply centers provided he 
determines that such operation is advantageous to the Government in terms of 
economy, efficiency, or service and provided such operation is not inconsistent 
with the program activities of the agency concerned (Public Law 152, 81st 
Cong.). 

The American Legion opposes 8S. 2365 and S. 2469 because they direct the Gen- 
eral Services Administrator to take action with regard to warehouses and storage 
facilities even though such action may be premature, unilateral, and harmful to 
the program activities of the agency concerned. Such a mandate would be par- 
ticularly objectionable as it relates to the Veterans’ Administration where, for 
example, the storage of medical supplies and food is an essential part of its 
medical program. 

S. 2366 and S. 2476 relate to the traffic-management functions of the General 
Services Administration. The Veterans’ Administration, an agency in which we 
are most interested, is not at present exempted from the General Services Ad- 
ministration central traffic control. We trust, therefore, that the bills would not 
after the existing transportation ararngement in the Veterans’ Administration, 
whose traffic services received praise from the Hoover Commission itself. 

Transportation in the Veterans’ Administration involves the movement of food 
and medical supplies to hospitals and the movement of disabled war veterans. 
Thateagency has conducted its operation in a cost-conscious, efficient, and effec- 
tive manner. We see no reason to change such a satisfactory situation. We con- 
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strue S. 2366 and S. 2476 as maintaining the status quo in the Veterans’ Admin- 
istration. 

We thank the committee for receiving these comments and for considering the 
views of our organization. 

Senator Kennepy. We will recess until 10 o’clock next Wednesday 
morning, May 9. 

(Whereupon, at 12:10 p. m., the subcommittee recessed, to recon- 
vene at 10 a.m., Wednesday, May 9, 1956.) 
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WEDNESDAY, MAY 9, 1956 


Unrrep States SENATE, 
SUBCOMMITTEE ON REORGANIZATION OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 457, 
Senate Office Building, Senator John F. Kennedy (chairman of the 
subcommittee) presiding. 

Present : Senator John F. Kennedy, Democrat, Massachusetts; Sen- 
ator Norris Cotton, Republican, New Hampshire; Senator Thomas 
E. Martin, Republican, Lowa. 


r 
. 


Also present: Miles Scull, Jr., professional staff member; Glenn K 
Shriver, professional staff member; Mrs. Kathryn M. Keeney, clerical 
assistant. 

Senator Kunnepy. The subcommittee will come to order. 

We will resume hearings today to consider the Hoover Commis- 
sion’s recommendations relating to the centering of the responsibility 

s 


in the General Services Administration of the Federal Government 
warehousing and transportation functions. 

The first witness this morning will be Percival F. Brundage, Di- 
rector of the Bureau of the Budget. 

Mr, Brundage, we appreciate your coming and are very glad to 
have a chance to hear your views on this legislation. 


STATEMENT OF PERCIVAL F. BRUNDAGE, DIRECTOR, ACCOMPANIED 
BY GEORGE G. MULLINS, CHIEF, GENERAL SERVICES GROUP, 
OFFICE OF MANAGEMENT AND ORGANIZATION, BUREAU OF 
THE BUDGET 


Mr. Brunpace. Mr. Chairman and members of the subcommittee, 
I am pleased to have this opportunity to state the views of the Bu- 
reau of the Budget concerning the committee print of a bill to remove 
statutory exemptions from the authority of the Administrator of 
General Services for transportation and storage services and to au- 
thorize the President to make exemptions which he deems to be in the 
public interest. 

The position of the Bureau of the Budget on the various proposals 
of the Hoover Commission to repeal exemptions from GSA control 
is essentially the same now as it was last July when I appeared be- 
fore this sidloucich iittbs in support of S. 2367, a bill to repeal exemp- 
tions relating to excess and surplus property. This bill was redrafted 
as S. 2591 and has passed the Senate. 


67 
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I can state our views concerning the committee print very briefly: 

First, we believe the GSA should be a strong agency. It should 
have adequate authority to regulate and control the transportation and 
storage activities of most agencies and should be staffed and organized 
to render dependable and economical administrative services to these 
agencies. After nearly 7 years experience under the Federal Property 
and Administrative Services Act, we think it is entirely proper to re- 
examine the exemptions contained in section 602 (d) of this act and to 
eliminate, curtail, or modify any of them which can no longer be 
justified. 

Second, we believe it is appropriate to assign responsibility to the 
President for reexamining these exemptions. As we understood the 
committee print, this is essentially what it would accomplish. 

Third, we believe careful study will show that some of the exemp- 
tions should be continued at least in part. Coordination and centrali- 
zation of common administrative services may generally be desirable 
but we are convinced that specialized or unique kinds of programs 
should not be forced into a straitjacket of standardized regulations in- 
tended for the Government as a whole. 

Fourth, we believe there may be opportunities to consolidate in GSA 
some of the transportation and warehousing operations now performed 
by many agencies. However, we do not think it should be assumed that 
economies will always result from centralized operation. Consolida- 
tion of operating functions in the GSA usually will involve budgetary 
questions because the GSA will need more money and people to do the 
additional work. We have generally believed that such additional 
funds should be provided only if it appears that the savings in other 
agencies will surpass or at least equal the cost of centralized operation. 
We think that a centralized operation should be justified in each in- 
stance on the basis of economy, efficiency, and the program needs of the 
agencies affected. 

Fifth, we would anticipate that if the bill is enacted, most questions 
concerning exemptions can be worked out between the GSA and the 
agency concerned without involving the President. However, the head 
of a central administrative services agency cannot assume direct re- 
sponsibility for the success or failure of a specialized program and 
should not have absolute or final authority to withhold exemptions 
affecting such a program. In the rare instances when questions con- 
cerning exemptions might not be settled by agreement, we believe the 
President should have authority to make decisions. 

I am not prepared to state which of the existing statutory exemptions 
should be continued by Executive order if the bill is enacted. Prob- 
ably such specialized programs as the market support activities of 
the Department of Agriculture and some of the classified activities of 
the Atomic Energy Commission should remain independent of GSA 
control ; but, eas we think further research and study would be 
necessary before a firm recommendation concerning an exemption 
could be submitted to the President. We have received a great deal of 
information from agencies similar or identical to the statements and 
reports presented to this subcommittee. But we have reached no final 
conclusions and would expect that further research and firsthand 
observation of operations would be necessary when questions involving 
exemptions are referred to the President. I have not discussed the 
language used in the bill. I personally would prefer a positive state- 
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ment rather than a double or triple negative, which always leaves me 
in some doubt as to the real meaning of the provision. If the bill were 
enacted in its present form, exemptions in the act would remain there 
but the bill would provide for exceptions to some of these exemptions 
and then some exceptions to the exceptions. I believe a more direct 
approach would be desirable. I also do not quite understand the need 
for section 2 of the bill which seems to be a restatement of the existing 
law. I would suggest that this section be deleted. 

Finally, { want to state that if the Bureau of the Budget should 
become responsible for making recommendations to the President 
with respect to exemptions, we will do our best to make them care- 
fully and impartially. 

Senator Kmnnepy. Mr. Brundage, you are speaking for the admin- 
istration on this bill ? 

Mr. Brunpace. Yes. 

Senator Kennepy. The administration will support the bill with 
the limitations that you have suggested ? 

Mr. Brunpace. Yes, sir. 

Senator Kennepy. Do you think it is more advisable for the Con- 
gress to determine which exemptions should be continued, or do you 
think it would be more appropriate for the Congress to enact legisla- 
tion ending all exemptions but giving the President the authority to 
continue them in the public interest ? 

Mr. Brunpace. The second seems to us to be the most sensible ap- 
proach, because conditions change from time to time, and it seems to 
me that since the Federal Property and Administrative Services Act 
was originally enacted, there have been certain changes. And changes 
continue to come from year to year. I think that the general idea of 
removing statutory exemptions, but allowing the President to make 
them from time to time, as the circumstances require, is the best 
approach. 

Senator Kennepy. The task force headed by Mr. Shoemaker found 
that TVA was performing.its functions in this field efficiently, so that 
it might be possible or not possible for this subcommittee to make a 
determination as to whether it would be more desirable and more efli- 
cient for TVA to have its functions in these areas transferred. 

The question that I want to ask is whether it is obligatory on the 
subcommittee to attempt to make this determination before passing 
this legislation, or whether it is your opinion that it would be more 
desirable for us, instead of attempting to analyze these various fields, 
merely to transfer this authority to the President. 

Mr. Brunpace. That is my feeling, Mr. Chairman. 

Senator Kennepy. Then, if the subcommittee, after studying the 
matter should make a determination that TVA might continue to 
be exempted and the Department of Agriculture, at least in many of 
its functions, also might continue to be exempted—rather than write 
legislation to continue those exemptions, it would be better for us to 
turn it all over to the President ? 

Mr. Brunvace. That is my feeling, Mr. Chairman. 

Senator Kennepy. Do you have any idea, Mr, Brundage, whether 
this legislation, if passed and if the President should approve it, 
would save the Federal Government any money or would be more 
economical ? 
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Mr. Brunpage. I think it would be more economical; yes. In esti- 
mating savings in these areas, it is very difficult, indeed, to put a 
dollars-and-cents value on them. 

As I pointed out, I think that consolidation of activities does not 
always yield the great advantage which we hope at the outset because 
the consolidated organization has to add substantially to what the 
other organizations release, but I do think that the operations would 
be benefited, would be more economical, and would be more efficient. 

Senator Kennepy. The TVA, and the State Department, 2 of the 5 
agencies whose functions are now exempted—the only 2 that have 
testified—have stated their opposition. Due to the fact that almost 
every agency which is involved opposes the bill, except the Bureau 
of the Budget, the General Services Administration, and the Comp- 
rains a General—perhaps you could make it clearer for whom you 
speak. 

Do you speak for the entire administration in Government includ- 
ing these agencies or do you just speak for the Bureau of the Budget! 

Mr. Brounpace. I am just speaking for the Bureau of the Budget. 

Senator Kennepy. And is the Bureau of the Budget speaking for 
the President—the administration ? 

Mr. Brunpace. We are glad to have the agencies express their own 
views in order to give your subcommittee the full story, but I think 
after reviewing their ition that we can speak for the administra- 
tion. Isn’t that right "This has been cleared ? 

Mr, Mutts. This has been cleared as a Hoover Commission recom- 
mendation. The position is that exemptions should be repealed, pro- 
vided that the President is given authority to reinstate those which he 
finds to be in the public interest. 

Senator Corron. The suggestion that such authority be given the 
President is strictly to reinstate the present exemptions in the law, 
or would that authority give the President the power to permit other 
exemptions not now permitted in law? 

Mr. Mutts. In the present committee print the President’s au- 
thority would be-limited to those exemptions which now exist. 

Senator Corton. Is that your recommendation ? 

Mr. Mutts. We believe the bill is satisfactory in this respect. 
However, we have supported similar bills such as S. 259. which would 
give the President broader authority to make exemptions. | 

Senator Corron. Well, I want to get clear in my mind, do you, 
representing at least technically the President’s viewpoint, suggest 
that the bill be redrafted to permit the President to continue or to 
reinstate present exemptionn, or do you suggest and advocate that it 
be redrafted to permit the President to reinstate not only the present 
five but others, if he wished to do so? 

Mr. Brunpacr. We have discussed this with the President’s assist- 
ant, Mr. Kestnbaum, who is reviewing all of the Hoover Commis- 
sion’s recommendations on behalf of the President, and in our own 
Bureau. We feel that there would not be any objections to adding that 
additional power to the President, but we do not know of anything 
at the moment to which it would applied. 

Senator Corron. In other words, the administration is not asking 
for that? 

Mr. Brunpace. That is right. 
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Mr. Motus. We supported the other bill which did give the Presi- 
dent not only the authority to make exemptions to agencies that are 
now exempted by statute, but also to others. There is no objection 
to this broader authority, but we are not asking for it. 

Senator Kennepy. Thank you very much, gentlemen. 

Mr. Brunpace. Thank you. 

Senator Kennepy. The next witness will be Perry M. Shoemaker, 
Chairman of the Transportation Subcommittee of the Hoover Com- 
mission, and president of the Delaware & Lackawanna Railroad, New 
York, N. Y., accompanied by Mr. J. Richard Staley, Vice Chairman, 
Transportation Subcommittee and vice president of the Quaker Oats 
Co., Chicago, Ill. 

The subcommittee appreciates very much both of you coming here 
today. We are very conscious of the distinct public service you ren- 
dered by making this survey for the Hoover Commission. It will be 
most helpful to the Congress. 


STATEMENT OF PERRY M. SHOEMAKER, CHAIRMAN, ACCOMPA- 
NIED BY J. RICHARD STALEY, VICE CHAIRMAN, TRANSPORTA- 
TION SUBCOMMITTEE, SECOND HOOVER COMMISSION 


Mr. SHoemaxer. Thank you very much. 

Senator Kennepy. Do you have a statement ¢ 

Mr. SHoremaxer. Mr. Chairman, I do not have a _ prepared 
statement. 

The subcommittee has had the Hoover Commission report and the 


task force report. I think it would be a disservice to the committee 
in the interest of time to duplicate those in a prepared statement. I 
would like to comment with respect to our work. 

If it is satisfactory to the subcommittee, I would like to say a few 
words in general terms, to introduce Mr, Staley, to talk in a little 
more detail about traffic-management functions of GSA and the 
civilian agencies, and then come back and talk a little about 
warehousing. 

I might say to the subcommittee that, as Chairman of the Trans- 
portation Committee, I was also a member of the Committee on 
Depot Utilization. In fact, the Transportation Committee initially 
had responsibility for the study of Government storage. It quickly 
developed to be such a large and important subject that it was deemed 
advisable to set up a separate committee to review that. 

Mr. Hicks of New York was Chairman of that Committee and I 
served as a member thereof. 

I would like to point out to the subcommittee with respect to traffic 
management that there should be no mystery—no confusion about 
the traffic-management function. The fact that the Government has 
a great variety of traffic movements does not differentiate the manage- 
ment problem thereof from that of private industry. 

A commercial concern with many types of plant operations, involv- 
ing basic materials as well as manufactured goods, from one part of 
the country to another, has the same kind of problems that we have 
rere. ” ; 

A central traffic management organization is, in industry, and should 
be in Government, responsible for furnishing the policies of routing, 
the relations with the carriers, the relations with the regulatory agen 
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cies and have the trained traffic personnel that will give such informa- 
tion to the operational people who would still be scattered in the var- 
ious agencies of Government to follow the policies and to do the detail 
of routing and bookkeeping, as it were, with respect to traffic move- 
ments, 

I think it might be helpful to remind the subcommittee of the lan- 
guage of the basic Hoover Commission recommendation with respect 
to traffic management, and to point out that before commenting upon 
the committee print of the bill that the Hoover Commission itself predi- 
cated its discussions of its own recommendation with a strong state- 
ment to the effect that General Services itself should assume the respon- 
sibility that is presently placed upon it by law. 

Our findings were that, as of the time of our study, it had not as- 
sumed the full responsibility that it might be assumed to have under 
the law as it then read, and still reads. 

The Hoover Commission’s recommendation was— 
that existing laws be modified to provide that civilian agencies now exempted 
from central traffic management by the GSA be no longer so exempted, except 
for the movement of the mails or for the movement of security classified goods. 

The second part of the recommendation went into an admonition 
to the Administrator of GSA to improve the quality of their traffic 
management; and lastly that the Administrator should advise the 
President as to what agency should maintain tariff files and where they 
should be located. 

I desire to point out to the subcommittee that the committee print 
is good, as far as it goes. We recognize that, under paragraph 4, it 
permits the President to make exceptions, under some conditions. 
That goes beyond the recommendations of the Hoover Commission 
as such, but we take no exception to that precautionary authority being 
in the legislation. 

The matter that I do desire to point out to the subcommittee is that 
the language of the committee print as written merely closes the door 
to the exemptions that are now in the statute, but does nothing to 
strengthen the basic obligation of GSA to take over the traffic manage- 
ment function. 

If I may refer the subcommittee to the existing language of the law, 
section 201, of Public Law 152, under “Procurement, warehousing, re- 
lated activities,” it has this kind of phraseology in it, at the very be- 
ginning of the section— 

That the Administrator shall in respect of executive agencies and to the extent 
that he determines in so doing— 

then it comes down to subsection (1), and merely says with respect 
to transportation and traffic management— 


that he will prescribed policies and methods. 


There is nothing in that section that makes it mandatory for GSA 
to take over the function of traffic management and do a job on it. 

What is the actual history of this thing in practice? After Public 
Law 152 was initially enacted, the organization of GSA then obtajn- 
ing, essentially said to Government agencies, “Well, if you want us 
to take over some traffic management work for you, if you want to 
come to us for advice, we will be glad to be in that position. 

Well, of course, very little aaebed. Each one of the agencies 


maintained its own traffic-management organization with all of the 
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duplication of staff and duplication of effort that is inherent in that 
kind of situation. 

So it would be our suggestion that the subcommittee give considera- 
tion to further amending the committee print in paragraph 2 under 
section 201 (a), to add such language—and I hasten to tell you that I 
am not a draftsman of legislative language and, perhaps, there are 
loopholes in this that your experts would readily find, but I would 
suggest such language as this being added to paragraph 2— 

And with respect to all civilian agencies, except the Post Office Department, pro- 
cure necessary transportation and perform in full the function of traffis: manage- 
ment. 

Now we had a very interesting year—a little bit more than a year— 
in the Transportation Committee in studying traffic management in 
the Department of Defense and in the civilian agencies. 

Mr. J. R. Staley is vice president of the Quaker Oats Co., and, as 
the chairman pointed out, a man of long experience in transportation 
and traflic management. He was general traflic manager of the Mis- 
souri Pacific Railroad in his earlier career. He now heads one of the 
most competent traffic management organizations in the commercial 
field, and he specialized, in his work with the Commission, in reviewing 
the adequacy and the competency of traffic management in the various 
civilian departments, 

With your permission, I would like Mr. Staley to talk at this time 
as to his frank reaction to the picture as he found it. 

Mr. J. RicHarp Sratey. Mr. Chairman, I should like to describe 
very briefly some of the things that we did and tell you why we reached 
some of these conclusions. I do not think it is necessary for me to 
reiterate or repeat everything that is in the task force report. 

The first thing I want to emphasize is the fact that our conclu- 
sions are based on facts which we developed. 

We prepared a rather elaborate questionnaire asking for informa- 
tion which we believed to be essential to an understanding of Gov- 
ernment traffic, or any kind of traffic. The replies to those question- 
naires were furnished by the agencies themselves; and the facts that 
we have in the report are those that were supplied to us by the peo- 
ple involved; they are not something that we just dreamed up our- 
selves. 

When these replies came in, some were 4 or 5 pages, and some made 
a stack 3 feet high. We analyzed them and found a great deal of 
confusion, conflicting practices, conflicting policies. It seemed to us 
it was wholly inappropriate that the traffic of the Government of 
the United States should be handled in such a disorderly manner. 

I went back in my own experience, and we drew on the experiences 
of our associates and friends. We realized, as Mr. Shoemaker said, 
that Government traffic consists of many different kinds of commodi- 
ties and movements. But there is no mystery about traffic. Traffic 
should be coordinated and should have centralized control. 

For example, my company took over a corporation up in New Jer- 
sey last June. They made some articles which were entirely foreign 
to our general line of business. I went into that operation and found 
out what their traffic consisted of and how they were handling it. 
We decided where we wanted to change their practices to make them 
consistent with our own policies, Now it is completely integrated into 
our organization. 
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We bought a chemical plant a few years ago. We are in the food 
business. But this chemical plant was something that fitted into our 
operations. So we are in the chemical traffic business. 

There are many big companies that have a tremendous variety of 
different products that go into different trade areas. Olin Mathieson 
Chemical Corp. was one of our advisers. They are in the lumber, 
paper, and ammunition business.. They are in the chemical business 
and many other kinds of businesses. And there is no problem about 
their traffic. They have a traffic director of a centralized traffic 
department. 

would like to call attention on pages 9 and 10 of the report to 
some of the people with whom we consulted. It is a blue book of 
names of the very finest and highest type of traffic people in the coun- 
try. You cannot find in this United States a group of men who are 
more experienced in traffic than those who came and counseled with 
us, as related on pages 9 and 10. 

Mr. Shoemaker told you that under the act under which GSA is 
now operating they have a lot of authority which they have never 
exercised. They have been very irresolute in approaching this traffic 
problem, but that has largely been due to the fact that they do not 
have sufficient personnel. They have not been able to get the money 
from the Government to employ the necessary number of people. 

I want to call attention to some information on page 133 in exhibit 
H. There is a tremendous number of people in the Government con- 
nected and engaged in the handling of traffic matters. There is a 
wealth of talent. There is plenty of manpower. Many of the people 
who are now on the payrolls of these other agencies could be trans- 
ferred to GSA, but you would not need all of them. There could be 
tremendous savings if this work were coordinated in an orderly man- 
ner as it is in industry. And there is no dearth of personnel. And 
there should be no total increase in cost to the Government. Thete 
should be a substantial savings. 

As a matter of fact, I am somewhat shocked by these figures. Take 
the business of the Navy: The Quaker Oats Co. has 60 percent more 
cars of freight and shipments than the United States Navy. We 
handle our Traffic Department with 75 people; the Navy has 1,910. I 
do not know what they do with them. 

Senator Kennepy. From what are you reading now ? 

Mr. Statey. From exhibit H on page 133. 

Mr. Scuuu. Of the task force report ? 

Mr. Srarey. Of the task force report. 

One of the things we recommended was that GSA undertake to 
check or audit freight bills before they are paid. To me it is a per- 
fectly scandalous thing that there should be hundreds of millions of 
dollars paid out without checking a freight bill. We certainly would 
not pay our bills without checking them. We do not pay any invoice 
without checking it. That work should be done before the bills are 

aid. 
e I would like to make a comment on that. It has been said they do 
not have enough people. Well, the General Accounting Office has 
1,370 employees engaged in auditing freight bills for the Government, 
and they are 2 or 3 years behind in their job. , 

We have an outfit in Chicago that has a total personnel of 45 people, 
including stenographers and file clerks, and they audited in excess of 





WAREHOUSING AND TRANSPORTATION 75 


10 million freight bills a year, which is a lot more shipments than is 
made by the Government. 

If this traffic organization could be set up in GSA along the lines of 
a commercial organization, if they were given the authority and given 
the personnel, they could do a tremendous job; they could save huge 
sums of money for this Government, and the operating costs through 
consolidations and streamlining of the operations, the adoption of 
sound traffic practices such as are found in industry—this whole job 
could be done and there could be huge payroll savings as well as sav- 
ings in freight charges to the Government. 

The point that I want to make is that if, as Mr. Shoemaker suggests, 
you say to the GSA, “This is your job, you get to work and do it,” I 
think concurrently you should make provisions so they do have the 
manpower to do the job you give them. There is not much use to say 
to GSA, “Do this,” when they have nobody to do the job for them. 

Senator Corron. May I interrupt here? Would you be willing to 
permit an interruption? 

Mr. Srarey. Yes. 

Senator Corron. Your comparison of the Government operations 
and you own company is very interesting. I am not seeking to ask you 
to divulge anything about your own company or extending too much 
opportunity to advertise it, but your comparison is not quite clear to 
me. Do you mean to say that your company audited more freight 
bills than the whole United States Government ? 

Mr. Sratey. A Chicago freight bill auditing company. 

Senator Corron. I see. I beg your pardon. 

Mr. Sratey. And they do a very good job. They have to do a good 
job because they make their living by it. 

Senator Corron. They are dealing with many private industries? 

Mr. Sratey. They are dealing with scores of large industries as 
well as small industries. For example, I know they handle Armour 
and Co.’s' business, Quaker Oats Co.’s business and numerous manu- 
facturing companies’ businesses of all different types of traffic; and, 
approximately, that is, they audit 10 million freight bills a year with 
a total of 45 people. 

Senator Corron. You also drew a comparison between the trans- 
portation and traffic activities of your company and the Navy, a com- 
parison of the number of employees involved. 

I want to get more clearly in my mind the comparison between the 
volume of your traffic. You said you used more freight cars than the 
Navy. Is that necessarily a criterion as between the entire volume of 
traffic of your operation and the Navy? 

Mr. Sratxy. Normally, the common denominator for comparing one 
company operation with another is the number of shipments or num- 
ber of carloads of freight that each would handle. If I wanted to 
compare this business of the Quaker Oats Co. with that of General 
Mills, we would look at the total cars shipped and total tons. On that 
basis we have substantially more business than the United States Navy. 

I just picked the Navy out for one example. If you want some more 
comparisons I might give you this one. 

Senator Corron. Before you leave that point, I want to clearly un- 
derstand your reference to the large nnmber of employees in the Navy. 

You are talking about just railroad traffic? Could part of their time 
be devoted to other methods of transportation, including dealing with 
and handling of the Navy’s own transports, planes and other things? 
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Mr. Statey. That was not included in there. MSTS, if that is what 
you are talking about, has no relation to this study here. 

Senator Corron. You said the Navy had over a thousand employees 
doing what you have 75 employees doing. I wanted to make sure that 
the scope of employment was comparable between the two. 

Mr. Suormaker. If I may interrupt, the scope is comparable be- 
cause each Government department, each of the military departments, 
as well as the civilian departments, gave us a complete inventory of 
their personnel working on traffic management, not on handling goods, 
not on overseas. This is a domestic proposition. These men are scat- 
tered in various offices in the country, in their outlying traffic manage- 
ment bureaus, as well as here at Washington. The Navy gave us a 
count of 1,910, I think it was, in that work. 

The figures are comparable but it should be pointed out, sir, that in 
Quaker Oats or any other industrial company, as well as in the Navy, 
those men have traffic management responsibility for all kinds of trans- 
portation and all kinds of commercial shipments. Whether they are 
moving by air or rail or highway, makes no difference. 

Senator Corron. The fact remains that it is your studied judg- 
ment—I just want to verify that—I might want to refer to it—that.over 
1,000—what is the exact number of people——— 

Mr. Starter. They reported to us 1,910. 

Senator Corron. Almost 2,000 ? 

Mr. Starry. Yes, sir. 

Senator Corron. Are engaged in doing exactly the same thing on a 
lesser scale than 75 people in Quaker Oats ? 

Mr. Stauey. Yes, sir. 

Senator Kennepy. Did you say 45 or 75? 

Senator Corton, 75. 

Mr. Sratey. 75 people. In this auditing company, which is another 
company that takes on the business of auditing freight bills for other 
people, they have 45 employees that handle 10 million shipments. 

Senator Corron. It just seemed to me almost incredible. That is 
why I asked the questions. 

Mr. Sratey. Iam very sure of my facts. 

Senator Kennepy. You have 45 people doing 10 million audits a 

ear. That is about a thousand a day per person. That does not seem 
Crennlaty possible. 

Mr. Sratey. Senator Kennedy, you must understand that many of 
these shipments are repetitive in nature. : 

Senator Kennepy. I am sure there is a point to be made—but I think 
to make the comparison accurately you will have to analyze exactly 
what each group was doing; that is, was the work comparable? I 
would not be surprised to learn that private industry is somewhat more 
efficient than government—but I doubt that they are that many times 
more efficient. 

Mr. Sratey. That is not true of every one of these departments. The 
TVA with 24 people and a sizable volume of business—not too great 
—we thought did a very efficient job and so reported the Congress in 
our task force report. And some of the other departments did a very 
efficient job. aha 

But elsewhere there were overlapping functions and duplicating 
services. If this work were consolidated, I think that: the whole job 
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could be done with a lot fewer people, than the total number now em- 
ployed in handling traffic for the Government. 

Of course, the y etc economy could be made in the Department 
of Defense, but we are not talking about that here. 

I understand that there has been some objection from TVA. I am 
not quite sure that I know the basis for it. But, I think it should be 
explained that our recommendations do not contemplate that they 
be deprived of any assistance they need in the handling of their traffic; 
any more than at our large plane, for example, at Cedar Rapids, 
Iowa, where we ship tens of thousands of cars in and out and we 
have a crew out there, to look after the handling of that traffic satis- 
factorily, but they are governed by standard policies and certain func- 
tions are reserved for the general office. 

For example, negotiations for freight rates should be centralized 
in one place. General Motors does not have 40 different people trying 
to negotiate freight rates sometimes on the same commodities between 
different plants. It is all controlled in Detroit. 

The DuPont Co. does not have individual plant traffic managers, 
or individual divisions of their company arranging freight rates. It 
is all controlled in Wilmington. 

We think it is appropriate that this very important matter of negoti- 
ating freight rates for the business of the United States be controlled 
in one place. 

Senator Kennepy. TVA feels that is is serving a rather concen- 
trated geographical unit, and that its determination of traffic manage- 
ment is an integral part of its general function. It had a very efficient 
report from you, perhaps, more efficient, or equally efficient, as any 
other agency; and, therefore, it feels there is no necessity for the 
GSA to control its transportation projects which are tied very inti- 
mately to its electrical producing functions. 

Mr. Sratey. Senator Kennedy, our transportation department in 
Quaker Oats is tied very intimately into the operations of our com- 
pany and our activities have to be integrated with those of other 
departments, just as closely as TV A’s traffic has to be integrated into 
their operations in the movement of their supplies. 

Senator Krennepy. I am not convinced of the analogy between your 
company and TVA, which is almost an independent organization op- 
erating in one area of the country. If this is an efficient operation, 
we are not anxious to interfere with it unless it can be shown that it 
will result in economies. 

Mr. Srarey. I do not think it should be interfered with except 
to this extent, possibly, that in freight rate negotiations there should 
be a centralized control. I think it would be inappropriate, for ex- 
ample, for TVA to go to the railroad companies and ask for rates 
on fertilizer and maybe the Department of Agriculture in some other 
area would be asking for something on an entirely different basis. 

There should be coordination there. I think it would be very strange 
if a traffic manager for the Quaker Oats Co. handling dog food from 
one of our plants where we make it, were to ask for one basis of rates 
and another making canned cat food would have an entirely differ- 
ence basis of rates. "We should not have that. ; 

We found that going on in Government services. And we think 
to that extent TVA should be brought into the fold. I would like 
to make one other observation. 

77494566 
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I think we have an efficient traffic department, ‘but I am something 
of an eclectic. I go to one operation; I watch what they do. I go to 
another operation and watch what they do. I find that one does a 
better job. We take the benefit of these different operations and com- 
parisons and try to pick out the best way of doing the job and apply 
it all over. I think that should be done in the Government. 

If TVA is doing a better job, for example, than the Department of 
Agriculture—I do not say that it does—but if it does an excellent job, 
its methods should be picked up and applied to these other opera- 
tions. And similarly, it is not inconceivable that one of the other 
Government agencies would have some practices from which TVA 
could benefit. So, bringing them all together gives you a chance to 
have uniform practices and the benefit of diverse experience. 

Senator Kennepy. The point that TVA makes is that it is involved 
in merchandising a product which it is desirous of merchandising at 
the lowest possible cost. Therefore, there is a heavy pressure in all 
branches of operation to maintain its costs at a minimum, TVA’s 
concern is that if GSA became involved it might not be possible for it 
to maintain this same efficiency. 

What I am trying to obtain is information as to why you believe 
GSA would be more efficient. I am not sure the analogy of your own 
company is quite sufficient. I would like to have additional evidence 
as to why, in the case of TVA, for example, we should discontinue 
its exemption and give GSA supervisory authority over that operation. 
Would that be more economical ? 

Mr. Srauey. I get back to this: I do not know that it would be 
more economical. I think there should be uniform policies regard- 
ing rate matters in the Government. 

As to the routine of their operations, I think they are doing a swell 
job. I do not think that would be interferred with. I think GSA 
would be very foolish if they attempted to impose unwieldy practices 
on them. 

But, I say again that TVA should not be asking for one kind of 
freight rate, for example, on some of their products, like fertilizer, and 
another Government department seeking another entirely different 
rate. They should be coordinated. In my opinion that would be about 
the only basis on which TVA would be affected at ali. I think prob- 
ably some of these other fellows could learn something from TVA. 

Senator Corron. Would you add to that, whereas TVA in the year 
1956 might be a model of efficiency, under different. management: in 
1960 it might become lax and inefficient and if reposed in some central 
Government department, the power to supervise and check on this 
operation is a continual guarantee of that efficiency ? 

Mr. Sra.ry. I think that is an excellent thought. And I subscribe 
to it wholeheartedly. Quite often the efficiency of a given operation is 
the reflection of one man’s interest or personality or experience. If 
you change leadership, you may get a different kind of result. You 
might not have the same efficiency under somebody else in the organi- 
zation that might come in later. 

Senator Corron. Just one more question, if I may be permitted, Mr. 
Chairman. And I now refer to the suggestion of Mr. Shoemaker that 
the law should make mandatory on General Services the assumption 
of a certain responsibility, éither supervisory or control, If the sub- 
committee adopted Mr. Shoemaker’s recommendation, ‘what would be 
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the effect then of this situation? Assuming that TVA is at present 
highly efficient, would that mean that General Services would be 
obliged to take over and get into that picture, if that amendment were 
adopted ? 

Mr. Starter. In my judgment they would let TVA alone, except as 
regards these rate matters. If 1 were given the job of running GSA’s 
consolidated traffic department and I found a group of 24 men han- 
dling work efficiently, 1 would leave them alone, except I would say 
to them, “Please do not go out and start asking for freight rates with- 
out telling me about it and clearing it with me. You may do a swell 
job.of negotiating the rate and handling it, but clear with us first. so 
we do not get our policies crossed.” 

Beyond that point they would not be affected. 

Senator Corron. My question involved Mr. Shoemaker’s suggestion. 
[ wonder if Mr. Shoemaker would like to comment on it. 

Mr. Suoemaxer. I will be very happy to. Your question comes 
down to the heart of a matter that has been confusing and disturbing 
to many of the civilian agencies, We try to clarify on pages 11 and 12 
of the task force report the distinction between traffic management and 
traffic operation. It is in the field of establishing a common policy, of 
establishing the best methods and making them applicable to all and 
enforced on the part of all; it is in the field of having all Government 
traffic available for rate negotiation purposes; it is in the field of 
GSA being able to audit TV A’s tonnage, if you will, from the stand- 
point of finding traffic flow that may well suggest integration with 
other Government traffic from the standpoint of a better rate structure 
a better way to ship, a more economical one. The detail at the local 
TVA level of traffic operation is being done with very few people. 
We have frankly commended them for the way they were handling it. 
But, that does not at all change the principle and value of overall 
supervision and having a common, well-understood, enforced policy 
with respect to this item. 

Senator Corron. Thank you. 

Senator Kennepy. You analyzed GSA’s present traffic management 
division, did you not ? 

Mr. Sratey. Yes, sir. 

Senator Kennepy. Could you give us some idea of what they are 
doing and how it could be improved ? 

Mr. Starey. Well, I think it could be tremendously improved in 
many ways. And I think it has been improved, as the result of our 
report, because Mr. Hyde has shown me directives that have been pre- 
pared and policies that have been laid down which are consistent with 
our recommendations of things that can be done under the existing 
law. 

One of the bad things we found was that the Emergency Procure- 
ment. Service which handles a substantial approval of traffic was 
operating almost independently of GSA’s central office control. And 
aed they seemed to me to have an excessive amount of personnel. 

I understand now that.their traffic management functions have been 
consolidated. I could wel! believe if that has been done there has been 
some real economies made, both as to payroll and better supervision 
of the traffic. 

We found under GSA, as it was operated about 2 years ago, some 
practices that we thought were perfectly ridiculous. For example, 
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this is not to cast any reflection on anybody—but I was telling Mr, 
Shoemaker this morning about some movements of ore from Nevada 
over into Ohio. They used 14 railroads on a single route. Such a 
route, for example, as Union Pacific, D. & R. G. W., C. & S., A. T. & 
S. F., R. S.& P., T. & P., K. C.S., K. O. & G., M. P., M. I., and 3 or 4 
more railroads to reach the destination. There were tens of thousands 
of tons of freiglit that were shipped over screwball routes. 

I think that has been stopped. It has been done away with. That 
was a waste of transportation. It certainly contribtued a lot to the 
ear shortage that we have had in the United States for the past several 
years, 

I think GSA does not have enough men to analyze some of their 
rate problems, because there have been some bad things done, in my 
judgment. When I went into the situation in 1954 and 1955, they 
were indulging in practices in connection with rate matters which 
were, I think, very harmful to the transportation industry, and were 
very unsound in connection with the operation of section 22 of the act, 

I think that a good bit hes been done under the present administra- 
tion in GSA to clean up that situation. Those are just some of the 
things of which we have some knowledge. 

Senator Kennepy. The Department of Agriculture stated their 
objection to the bill. I quote from the letter from Mr. McConnell, 
Assistant Secretary : 

The Department’s transportation people have dealt with the problems incident 
to the transportation of foodstuffs, much of which is of a perishable nature, for 
many years, and we feel that they are in a much better position to conduct the 
traffic operations than another agency which does not have his experience. 

Do you care to comment on that? 

Mr. Starry. I think that is rather naive and a little bit childish. 

Senator Kennepy. A little bit what? 

Mr. Sratry. Childish. My company has chemicals and foodstuffs 
and we have perishables. We ship frozen foods. I manage the chemi- 
cals and I manage the horse meat and I manage the canned dog food, 
and I manage the cereals. There is no problem involved there. 

I have a paper mill. I have a man that knows more about paper 
rates than I do and he specializes on paper. I have a man that knows 
more about canned goods than some of the rest of us. He looks after 
the pet canned food business, which is, incidentally, a very large 
business. 

The Department of Agriculture handles a lot of grain, and they 
handle a lot of perishable matters. That is no particular problem. 

You have different men in an organization who specialize on these 
different characters of traffic. In a big company, for example, like 
du Pont, or General Motors, they will have one man that knows more 
about coal than the others; one knows a lot about ore rates: and an- 
other about ocean shipping. One man does not do it all. They have 
specialists and they divide up the work along the specialized lines. 

That would happen if the Department of Agriculture were put 
under the general control of GSA. 

Senator Kennepy. Mr. McConnell’s letter continues in part: 

The Department, in conducting its many export programs of foodstuffs, much 
of which also is perishable, is required to comply with exact timing in making 
deliveries to shipside. This can be done only when the entire traffic operation 


is wholly under the control of those persons programing the procurement and 
disposal of the commodity. Also, it is necessary that the transportation phases 
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of our price-support programs be wholly under the control of those conducting 
such programs, since transportation, protective services, scheduling of deliveries, 
et cetera, are integral parts of the whole program— 

Recognizing that each agency is under some obligation to keep its 
costs down and that it is answerable to the Bureau of the Budget and 
to the Congress, how would it be more economical to have the GSA 
supervising this phase of the Department of Agriculture’s program 
than it is to have the Department of Agriculture? I know we have 
gone into this, but each agency has opposed on some very specific 
ground, and, therefore, it is up to the subcommittee to go into the 

validity of their objections. 

Mr. Sratey. This business of moving perishables to export and 
making ship connections isn’t any problem. We have thousands of 
cars of export traflic and many of them of a highly perishable nature, 
such as fresh meat. Weare shippers of meat. We have to meet certain 
vessels and we have to know about refrigeration space. That is not any 
problem at all. 

Here is one of the advantages of the thing. The Emergency Pro- 
curement Service, as it was called, is bringing in large quantities of 
commodities from foreign countries. And they have fine relationships 
with steamship people. 

Now the Department of Agriculture is exporting commodities to 
foreign countries. They have relations with the same steamship 
people. 

It would be a fine thing if you had a consolidation of that tonnage. 
You could often make some better deals, might make enough to make 
shipload rates instead of parcel lot rates, if you had all of this put 
together. 

the steamship people treat me mighty nicely but they do not do it 
because I have curly hair. They do it because I have a lot of tonnage 
to deal with. 

And if we had all of the Government tonnage consolidated together, 
the Department of Agriculture, the Emergency Procurement Service, 
and foreign-aid business, the Government could get a better deal with 
these steamship companies. It would help them a ‘lot. 

There is another field of activity in which we think there is op- 
portunity for substantial economies; that is in the consolidation of 
smaller shipments into larger shipments. 

Some of our big companies in the United States have found it very 
desirable to set up depots where they will consolidate small shipments 
into carload lots to get lower freight rates. I think that that can be 
done in Government. I know that to some extent it is done, but if all 
of the Government tonnage from all of the Departments were in the 
pot, it would be much easier to arrange these consolidated carloads. 

Senator Kennepy. From your study of GSA’s present operation 
of the agencies over which it does have supervision, is it your convic- 
tion that the other agencies now exempted would be more efficiently 
operated if these exemptions were removed? Does that summarize it?! 

Mr. Srautey. I think there should be no exemptions except for the 
Department of Defense. 

nator Corron. Also, I believe that you made a statement at the 
outset, either you or Mr. Shoemaker, that bears on this point, that 
your task force envisioned moving into the GSA supervising agency 
some of the personnel of these other departments that were peculiarly 
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experienced in the problems of their departments so that you would 
consolidate and pool experience. 

Mr. Srauey. Yes, sir. They would take over the traffic organiza- 
tions in these other departments. They would inherit the experts on 
—— movement to the ports. They would inherit the boys that 

now all about coal down in the TVA. They would not step in and 
en on those people another group of personnel. They would 
take over the experts, and then supply policy and overall rate control. 

There is another phase of it that I might mention, too. I think 
it is generally thought that the Government has some responsibility 
to make a fair distribution of its tonnage, sc that all forms of trans- 
portation and the different competing carriers can get proper con- 
sideration. 

If TVA, for example, has a tremendous amount of business on cer- 
tain carriers and some other department of the Government may have 
a like heavy volume of tonnage on the same carriers, it might be found 
advisable to divide that up. It might be better for the transportation 
industry to have it spread around to keep the transportation industry 
healthy, and not have it concentrated too much on one particular line 
or rouie. 

Senator Kennepy. Let us proceed to the warehousing phase of this 
problem. 

Mr. Suormaxker. I will be glad to talk for a moment on that. In 
summing up traffic management we recognize so well the desire of 
every individual agency to maintain its status quo. The argument is 
always used, “There is something special, something different about 
us, that we should keep our own organization, regardless of its dupli- 
cation facilities.” 

I know the Department of Defense is not before your subcommittee 
at this time, sir, but it was only last week that the Department of 
Defense finally took traffic management away from the Navy and the 
Air Force and the Marine Corps, and concentrated it under the Army. 

It is the same kind of thing that we are talking about here, because 
by putting it in-one package they can develop controls and methods 
and procedures that mean money to the Government. And in both 
cases, of course, it reacts in inventories and that sort of thing, too. 

With respect to depot utilization, or storage and warehousing as 
such, we feel that the committee print would, without question, 
strengthen the responsibility of GSA. 

Contrary to the language with respect to transportation and traffic 
management, there already is operational language in Public Law 
152, so that the effect of the committee print is to strengthen an exist- 
ing responsibility. 

With respect to the Hoover Commission’s study of warehousing 
and storage in the civilian agency, I think we should point out that 
the civilian agencies at the time of our study had 116 million square- 
feet of covered storage space. The Department of Agriculture, be- 
ing the largest, General Services Administration next. 

We found that without any question the General Services Admin- 
istration had not used its existing authority. 

The recommendation of the Hoover Commission was that GSA 
actually exercised its authority to assign and reassign storage space ; 
to provide for cross servicing of space between civilian agencies, to 
the end that new construction and unnecessary transportation to dis- 
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tant storage points would be avoided; that the General Services Ad- 
ministration give consideration to applying, similar to the Depart- 
ment of Defense, a commercial warehouse service plan for the use of 
commercial storage where it is economically justified ; and, certainly, 
that the Veterans’ Administration storage distribution system should 
be combined and put under the 12 warehouse setups of GSA. 

We could talk detail on this for a long period of time, but the fact 
remains that we have in storage a warehousing function closely re- 
lated, economicswise to transportation. And if it makes sense for 
GSA to have the function of traffic management, of planning eco- 
nomical transportation that the Government is paying for, it also 
makes sense for GSA to have the responsibility for planning and op- 
erating, to the extent the Government should operate, the storage sys- 
tem that is required for Government goods. 

There is no reason in the world for the Veterans’ Administration to 
have three separate warehouses. I do not mean to imply that they 
are poorly operated. But I do say that the Veterans’ Administra- 
tion having three warehouses necessarily means excess transporta- 
tion as goods come from various parts of the country to those ware- 
houses and back again to the Veterans’ Administration hospitals, et 
cetera, as against utilizing the more extensive warehouse system of 
GSA. 

I would say further there is no reason in the world for GSA not 
having an excellent cross-servicing working arrangement with the 
Department of Defense, where the use of some of this tremendous 
Defense warehouse capacity might fit into the handling of civilian 
goods of Government. 

We do not recommend that there be an integration of military stor- 
age and civilian storage. We think the military problem is big enough 
to stand on its own feet. But there can be a companionship, if you 
will, a close working together, where they mesh and GSA can utilize 
some DOD space. Some of that is being done today. 

It is my understanding that the warehousing organization of GSA 
has been considerably analyzed and improved since our study was 
made 2 years ago. 

So I would want to emphasize, both in traffic management and in 
warehousing, that we do not appear to be in the position of throwing 
bricks as of right now. Our study is of 2 years ago, and to the extent 
that GSA has made improvements they should be. given credit for it. 
And it should be recognized by the subcommittee. 

I am sure that competent testimony from GSA has brought, or will 
bring, out that situation, sir. 

Uniess you want me to, I will not enlarge upon this warehousing pic- 
ture any more. There is a great deal of detail in both the Hoover 
Commission’s subcommittee report on depot utilization and in the 
Hoover Commission warehousing report itself. 

Senator Kennepy. I have been informed that the State Department 
may propose or suggest an amendment that all State Depariment over- 
sea programs be exempted from the provisions of this bill. 

Mr. Staley; do you or Mr. Shoemaker have any ideas on that / 

Mr. Suormaker. I would comment this wa 

Senator Kennepy. Is Mr. Estes of the g 


tate Department here / 
Perhaps you might come up for just a moment. 
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Would you tell us what the idea of the State Department is? 

Mr. Esres. If I may be permitted to clarify a point. 

We would suggest, if the subcommittee were developing this sub- 
ject, as our Deputy Under Secretary brought out in his statement, 
that these hearings give an opportunity to clarify between the domestic 
and the foreign operations, perhaps, of other agencies; but with spe- 
cific reference to the Department of State’s logistic support of its 
many oversea establishments—a relatively small matter of movement 
of effects and supplies. 

I do not wish to imply, Mr. Chairman, that I proposed to offer an 
amendment to the subcommittee bill without proper clearance through 
our agency and the Bureau of the Budget. 

Senator Kennepy. Mr. Loy W. Henderson of the Department of 
State made the point that he thought it was unsatisfactory because 
the oversea bases of the State Department were involved with our 
relations with other countries and it would be more desirable for the 
State Department to continue to control that type of traffic than it 
would be for a domestic agency like GSA to control it. 

Mr. Esres. Very definitely. 

Senator Kennepy. Would you care to comment on that, Mr. Shoe- 
maker ? 

Mr. SuHormaker. I can only say that I am incompetent to comment 
on that point. 

Frankly, we studied the domestic field of traffic management with 
respect to GSA. We know that that extends necessarily into their 
control of the routing and arrangements for export traffic, and for 
their routing and arrangements on import traffic, particularly the 
great storage program on strategic materials, and so forth. 

We think that is a proper function for GSA to be in, because it ties 
directly, in one direction or the other, into domestie storage and 
transportation. 

But as to traffic management in oversea areas that the State De- 
partment or others may be involved in, we did not study it. We know 
nothing about it. I am not competent to express an opinion to you 
whether GSA should have anything to do with it or not. 

Senator Kennepy. Mr. Staley. 

Mr. Sratey. I will go back and make an poe with poor little 
Quaker Oats. We have many foreign plants in Europe and South 
Africa and South America. And I am responsible for transportation, 
but I do not know a thing about what they do in England, Germany, 
Holland, Denmark or South Africa. And I do not butt in on it. 

I do have control of anything that we ship out of this country by 
steamship as far as the foreign port is concerned and anything we may 
bring into this country, because it ties into the proper ports to be used 
and rail transportation service I want in this country, but we do not 
want anything to do with transportation abroad as such. 

As between in or out of some State Department organization, I do 
not think anybody here in Washington is competent to handle it. 

Senator Corron. Mr. Staley, of course, you know, in Government 
operations there are certain factors that do not exist in private indus- 
try. The fact that the Congress in its infinite wisdom agrees, for in- 
stance, that in our foreign aid program a certain percentage of ship- 
ments shall be in American bottoms, for the sake of supporting the 
American merchant marine, and by the same token in its dealing with 
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the Department of State or some other department, it establishes cer- 
tain specification requirements that do not prevail in private industry. 
Was that taken into full consideration? And would you say that those 
restrictions and provisions might make it more difficult for GSA, for 
instance, to assume supervision of transportation for a foreign aid 
program or for the sending of our agricultural surpluses abroad ? 

Mr. Stary. No, sir. I do not think it would. If they know what 
the policy is, that Congress wants them to put 50 percent of the 
tonnage or dollars on American ships, they will do it. 

For example, look at my situation. I have a man down in Brazil. 
He says to me, “Please use such and such a steamship company. It is 
owned by the Government of Brazil—at least, they have an interest in 
it. It will help us with our relations with these people.” We do it. 

In traffic we must be responsive to the needs of the sales and pur- 
chasing and operating departments. And the transportation depart- 
ment in Government must be responsive to the needs of the depart- 
ments. 

For example, if the Department of the Interior is going to build a 
dam, they may need a traffic man as an expediter to watch the flow of 
traffic right on the ground at that installation. GSA should supply 
it, and control what he does. Whatever the Department needs, that 
is what GSA should give them. They are just a service department. 

Senator Corron. What I had in mind—I may be exposing my 
ignorance as a layman, wholly unfamiliar with traffic problems—but 
either you or Mr. Shoemaker have been talking about the fact that if 
you had all of this foreign shipping under the supervision of a central 
agency that you could load your vessels with imports, at the same time 
arrange to find a return load for these vessels, and combine operations 
and save money. It would make it a little more complicated in com- 
bining those operations to save money, if part of your shipping were 
agricultural surpluses and part materials for the foreign aid program, 
subject to different restrictions that you have to bear in mind. I 
do not say that is insurmountable, but I assume that you would take 
that into consideration. 

Mr. Sratey. Very definitely, sir. We are quite aware of this 50 
percent rule on a lot of this freight. That still leaves them with a 
lot of other freight that would be helpful in bargaining for rates. 

Senator Kennepy. Mr. Estes, Mr. Staley’s point is that he does not 
suggest the GSA control shipments of these goods once they arrive 
in the foreign countries, but that it would be appropriate for GSA 
to control shipments to the point of arrival cae Is that in accord- 
ance with your thought, or do you feel that the State Department 
should control items from the moment they leave the United States? 

Mr. Esres. I feel that we must control them for export purposes 
from the States to whatever post abroad we are talking about. 

Senator Kennepy. Why do you feel that? 

Mr. Esres. Because I feel that we are in the best position to de- 
termine when something has to move and what has to move. 

I would like to draw another distinction, if you will permit me, Mr. 
Chairman, so that we are talking about the same thing. _ 

Let me say that we are not in the business of moving program 
goods. You mentioned a moment ago foreign aid programs. That is 
exactly where we think it ought to be, right in GSA. GSA handles 
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a tremendous amount of that. And we are not in competition. We 
want no part of that. We feel that is an excellent place for it. 

We are talking solely about the logistic support of our overseas 
missions which we must supply and provide with those things that are 
needed as they are needed—the movement of our people, the move- 
ment of their effects. 

Again, I must repeat, it is a relatively small amount of freight that 
we are talking about compared with, of course, the foreign-aid pro- 
gram or the import of strategic materials. I would like to make the 
parallel between the two. 

_ Mr. Starter. The traffic department does not determine what is go- 
ing to be shipped. Somebody else determines that. They tell us when 
they want itthere. Itis up tousto get it there. 

I have had this experience: People have come to me when space on 
ships was tight and said, “Can you help me get some freight booked 
for such and such a sailing,” a little shipper, a friend of mine. And 
Quaker Oats, with its substantial export Solem I went to the steam- 
se companies involved—and this happened more than once—and 
said, “Can’t you find room for this little piece of freight over here?” 
ae ome it was me asking for it we got that freight on that 
vessel. 

I would say to the State Department, GSA can help you with your 
problems with this tonnage. But we are not worried about it too 
much, frankly. I do not think there is enough business involved to 
worry about. 

Mr. Estes. I think Mr. Staley has made a good point there. And 
I would like to draw another parallel, if I may, with the company 
that he represents. I would like to use that example because the 
president of that company was our very respected Under Secretary 
of State and had a good deal to do with our administration. 

When Mr. Staley is talking about movements of his company’s 
products back and forth, it is the same thing we are talking about 
for the Department of State. The company is controlling and knows 
what it wants to move when and where. And I am simply saying 
the State Department with the items I am talking about also knows 
when and where they have to be moved and is in the best position 
to determine how they should be moved. 

Senator Kennepy. Mr. Shoemaker and Mr. Staley, we are most 
appreciative for your coming here today. As I said at the beginning, 
on behalf of the subcommittee, we are grateful for the time that you 
gave to this study. 

Mr. SHormaxer. I would like to express the appreciation of Mr. 
Hoover for the courtesy of the subeommittee in inviting us to be 
present today. 

Mr. Stalev and I thank you. 

Senator Kennepy. Very well. 

The next witness was to have been Thomas Estes, accompanied by 
Mervyn Pallister. Have you completed your testimony ¢ 

Mr. Estes. I think.I have made mypoint.. We do have one other 

int, if you will give us the opportunity. We have here William 
P. Hughes, Director of our Foreign Bulding Operations, which is 
an entirely different subject from the transportation, but is in one 
of the exemptions about which you may wish to hear. 

Senator Kennepy. Fine. 
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Do you have a statement Mr. Pallister ? 
Mr. Pauuisrer. No, sir, unless you wish to ask any questions. 
Senator Kennepy. Mr. Hughes, do you have a written statement ? 


STATEMENT OF WILLIAM P. HUGHES, DIRECTOR, OFFICE OF 
FOREIGN BUILDINGS, ACCOMPANIED BY GEORGE. STEUVART, 
ASSISTANT DIRECTOR; THOMAS S. ESTES, DEPUTY ASSISTANT 
SECRETARY FOR OPERATIONS; MERVYN V. PALLISTER, DIREC- 
TOR, OFFICE OF GENERAL SERVICES; WILLIAM E. FEE, CHIEF, 
DIVISION OF OPERATING FACILITIES; AND W. 0. TRONE, CHIEF, 
SUPPLY MANAGEMENT DIVISION, DEPARTMENT OF STATE 


Mr. Hueues. Yes, I have a written statement which I believe has 
been furnished to the subcommittee. 

Senator Kennepy. Please go ahead. 

Mr. Hueues. Mr. Chairman. When Deputy Under Secretary of 
State for Administration, Loy W. Henderson, appeared before this 
subcommittee last week, he furnished a statement for the record and 
presented a brief résumé of the statement to the subcommittee. 

The limited hearings period which followed did not provide an op- 
portunity for discussion of the Department’s request to continue the 
presént exemption from Public Law 152, the Federal Property and 
Administrative Services Act of 1949, for the Foreign Service build- 
ings program. It is for this purpose that I am availing myself of 
the opportunity extended by the chairman last week to appear on this 
matter. 


At the outset, Mr. Chairman, ~ I say that the Foreign Service 


Buildings Act of 1926 authorized the overseas building program of 
the Department of State. This act and its subsequent amendments are 
specific legislation aimed at accommodating the special and unusual 
circumstances in the operations of an overseas realty program. 

So that the subcommittee may better appreciate the nature of the 
foreign buildings program, it may be help fal to point out some of 
the aspects of the program which distinguish it from similar wnder- 
takings in the United States. 

In the first place, the buildings program operates exclusively in 
foreign countries. Under these circumstances we must contend with 
the laws and customs of the host countries. Also, by virtue of either 
owning or leasing property in nearly 300 posts throughout the world, 
every conceivable condition is encountered. 

In addition, we are confronted daily with shortages of inaterials and 
skills necessary in acquisition, maintenance, and operation of real 
estate, the parallel of which probably does not exist anywhere in the 
United States. 

Another important point which distinguishes this program is the 
method of financing. In the immediate postwar period, this Govern- 
ment found itself with substantial amounts of foreign currency credits 
throughout the world. These currency credits were accepted from 
dollar-short countries in payment for Lend Lease, surplus property, 
and the like. 

In 1946; the Congress recognized the opportunity to convert these 
credits to tangible assets of immediate and lasting value in the form 
of buildings. Accordingly, the Congress authorized the use of sub- 
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stantial foreign currency credits for the buildings program abroad. 
The annual appropriation for the building program is stated in both 
dollars and foreign currency. 

For example, the House Committee, in reporting recently on the 
Department’s budget request for the buildings program for fiscal year 
1947, has allowed a total of $19 million, of whic not less than $14 
million shall be used to purchase foreign currency credits owed to or 
owned by the United States Treasury. This method of financing does 
in fact convert foreign currency credits to physical facilities. 

A further distinguishing harebietiate of this program is the 
unusual problems encounter in ownership of property by this Govern- 
ment in foreign countries, Real estate problems inevitably become 
involved in the diplomatic relations with foreign countries and the 
management of the Foreign Service in the conduct of these relations. 
These are all the responsibilities of the Department of State and, in 
our opinion, should not be separated. The Department maintains a 
staff of competent trained specialists who deal in these foreign real 
property problems. 

In considering this problem, Mr. Chairman, I wish to call the atten- 
tion of this committee to the Hoover Commission study on real prop- 
erty management. The report on real property management devotes 
one section of its study to foreign real property. The report recom- 
mends that the Department of State be delegated greater responsibility 
in this field. 

It is my understanding that the legislative proposal now before this 
subcommittee stems from Hoover Commission studies aimed primarily 
at domestic operations. It would appear, therefore, that the proposals 
would be contrary to the recommendations of the Hoover Commission 
study on real property management. 

In conclusion, Mr. Chairman, I wish to reemphasize these points: 

(1) The buildings program operates exclusively overseas. 

(2) The acquisition, maintenance, and operation of properties 
needed to house the diplomatic and consular functions of our Govern- 
ment overseas are_an integral part of the management of the Foreign 
Service. The authority conferred upon the Secretary of State in the 
Foreign Service Buildings Act of 1926 recognizes these unusual oper- 
ating conditions and provides the authority required to handle the 
specialized problems encountered in foreign countries. 

(3) Action to remove the exemption of the buildings program from 
Public Law 152 appears to be inconsistent with recommendations of 
the Hoover Commission Report on Real Property Management. 

(4) The Foreign Service Buildings Act of 1926 has been designed 
carefully by the Congress to enable the Secretary of State to handle 
unusual situations encountered in matters of real property in foreign 
countries. The original act of 1926 has been amended to accommo- 
date operating requirements revealed in 30 years of experience under 
the act. 

Mr. Chairman, the Department of State earnestly requests this sub- 
committee to continue the present exemption of the Foreign Service 
Buildings Act from Public Law 152. I will be pleased to try to an- 
swer any questions the committee may have on the subject. 

Senator Kennepy. Senator Martin? : 

Senator Marttn. I am rather in agreement with your views here 
because I had not visualized GSA going into foreign countries and 
into matters that would involve foreign policy closely. 
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I think you have made a good point here. I had no intention my- 
self of going counter to the Hoover Commission recommendation on 
that. 

I personally think we should follow pretty carefully the position of 
the State Department in protecting against any such change that might 
come from this bill if some such protection were not extended to the 
State Department function. 

Mr. Hucues. Thank you. 

Senator Kennepy. Thank you, Mr. Hughes. 

Mr. Huenes. Thank you, Mr. Chairman. 

Senator Kennepy. Mr. Estes. 

Mr. Estes. Are there any other questions ? 

Senator Kennepy. No. I believe not. 

Mr. Estes. I would like to make this point, if I may be permitted. 

We have the most cordial relationships with the GSA. We work 
with them closely. And we look forward to continuing to work closely 
with them on all domestic operations. We welcome their assistance 
and advice. 

Senator Kennepy. Thank you. 

The last witnesses this morning will be Mr. Maxwell H. Elliott, 
General Counsel of the GSA, who is accompanied by Mr. J. H. 
Macomber, Jr., Associate General Counsel: Mr. Thomas A. Ken- 
nedy, Assistant General Counsel; Mr. Herbert K. Hyde, Commis- 
sioner, Transportation and Public Utilities Service; Mr. Gordon N. 
Smull, Deputy Commissioner, Transportation and Public Utilities 
Service; and Mr. Steven S. Davids, Chief, Ocean Transportation 
Branch, Transportation and Public Utilities Service. 

Will you proceed ? 


STATEMENT OF MAXWELL H. ELLIOTT, GENERAL COUNSEL; J. H. 
MACOMBER, JR., ASSOCIATE GENERAL COUNSEL; THOMAS A. 
KENNEDY, ASSISTANT GENERAL COUNSEL; HERBERT K. HYDE, 
COMMISSIONER, TRANSPORTATION AND PUBLIC UTILITIES SERV- 
ICE; GORDON N. SMULL, DEPUTY COMMISSIONER, TRANSPORTA- 
TION AND PUBLIC UTILITIES SERVICE; AND STEVEN S. DAVIDS, 
CHIEF, OCEAN TRAFFIC BRANCH, TRANSPORTATION AND PUB- 
LIC UTILITIES SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Exusorr. Yes, sir, Mr. Chairman. 

Senator Kennepy. I hope you have not felt uncomfortable as every- 
body expressed their reluctance to come under control of GSA. 

Mr. Exurorr. No, Mr. Chairman. 

At the hearing last week the subcommittee asked GSA to present a 
statement showing to what extent we have implemented the Hoover 
Commission’s administrative recommendations. We have that state- 
ment here and we thought it would also be helpful to attach to it, for 
the information of the subcommittee, a statement showing the accom- 
plishments in savings that we have made in GSA, with respect to 
GSA’s internal transportation operations, since the creation of our 
Transportation and Public Utilities Service last July. (See p..15.) 

Commissioner Hyde, who is the head of that service, is here. He 
has that statement which he would like to submit to the subcommittee 
and then we are prepared to answer any questions, 
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Senator Marin. Is this on the administrative application of the 
recommendations ¢ 

Mr. Exxiorr. Yes, sir. 

Senator Kennepy. We will be glad to have you place the materia! 
in the record at this point. It would be very helpful if you would 
sum up exactly what has been done. 

Senator Martin. We appreciate your preparing that—it is very 
helpful to us. 

Mr. Exxiorr. Yes, sir. 

Mr. Hype. I might say, Mr. Chairman, I have a general statement 
here that relates not only ‘to this bill which has been. proposed, but to 
our national transportation policy, likewise. 

We do not hope to leave the impression that we have all of the 
answers to the problem clamoring for solution in transportation. We 
merely give you the benefit of our experience and our knowledge, and 
are hopeful that it might be helpful to other agencies as well as to this 
subcommittee. 

Senator Kennepy. We will place your material in the record. 

(The statement of Mr. Hyde.is as follows :) 


STATEMENT BY Herpert K, Hypr, COMMISSIONER, TRANSPORTATION AND 
Pusiic UtTimitres SERVICE, GENERAL SERVICES ADMINISTRATION 


When we think of transportation in all its aspects, that is to say, the diversifi- 
cation by medium, namely, rail, motor, inland waterways, air, and ocean, its im- 
pact upon the national economy and the participation and obligation of the 
Government to the carriers and the people of America, we visualize a complex 
industry that is highly competitive and which is also subject to intricate con- 
trols, rules and regulations which are unmatched in application to any other 
Industry of our country. 

How we, as a Government, can best protect these modes of transportation, in- 
suring their availability to industry and to the Government in time of peace and 
emergency, and at the same time serve the best interest of the Government of the 
United States, presents many problems. 

I should like in the beginning, Mr. Chairman, to preface my remarks by the 
observation used by Lincoln in his debate with Douglas, and I quote, “If we could 
first know where we are and whither we are tending, we could best know what 
to do and howto do it.” In other words, if one knows what has happened, and 
why it happened, and the causes which lead to its development, one ought to be 
in a position, as a matter of scientific knowledge, to at least suggest what is likely 
to happen next. 

That raises the question in the minds of reasonable men to explore every in- 
telligent approach to the solution of the many problems arising in transportation 
and government. 

We have a national transportation policy enunciated by the Congress in 1940. 
Again it was expressed in a Senate report of the Appropriations Committee in 
1954. I know of no change in the policy of the Congress, within the framework 
of existing law that that policy should not be followed. The question is, how best 
can this policy be followed? This is a major part of the problem which we are 
faced with today. 

[f all of presently engaged in Government, in legislation, as well as adminis- 
tration, can improve the position of industry and at the same time improve the 
position of the Government, we will then be doing our full duty as temporary 
servants of the people. To do this, we recognize the existence of debt and equity 
capital. Debt capital must be serviced if we are maintain the free enterprise 
system, It is widely distributed, in one form or another, along the main streets 
and section lines of America. Equity capital must be continuously made avail- 
able in the years ahead to this great transportation industry. Why? Because 
transportation is the artery, vein, and lifeblood of America. Today this industry 
has not kept pace in returning an income equal per dollar invested to that of other 
industrial companies, I do not here advocate any carrier support in a direct form, 
such a8 an increase in rates. I do eae ee that we explore the possibilities of set- 
ting our own house in order so that carriers and the country may profit. 
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Industry has long since recognized that the centralization of control of traffic 
is essential to a successful industrial operation. The same reasoning applies with 
equal force and effect to centralization of control of Government traffic. 

Today, if the President or any member of Congress, should ask the Genera] 
Services Administration, or the General Accounting Office, or any other agency of 
Government the amount of the total bill of the Government for all transportation 
costs, it is respectfully submitted that no one could tell you the figures. A similar 
situation applies as to total tonnage figures. Perhaps a few elementary questions 
might serve to explain some of the problems arising in transportation in this 
country. 

1. Why should we have each year a seasonal shortage of freight cars? 

2. Are we, as the Government, providing an equitable distribution of traffic, 
incoming and outgoing, through the various ports of the country? 

8. Are the various purchasing and disposal agencies of the Government relating 
their purehases and sales contracts to transportation costs? 

4. Do transportation specialists sit at the contracting tables? 

5. Are the terms and conditions of the contract agreed upon before the traffic 
manager is consulted ? 

6. Would it not be wise to have a central payment shop for all transportation 
which moves on a Government bill of lading? 

7. Would not centralized payment of vouchers effect savings and result in more 
efficient operation and less cost to industry and government? 

8. Would it be good sound business practice for the General Electrie Co., the 
General Motors Co., the Ford Motor Co., the Du Pont Corp. or any other large 
industry in America to have 3 or 4 divisions of the same company engaged in 
purchasing overseas transportation—either by charter or berth line? 

9. Should not every department of the Government, except the Department of 
Defense, in the interest of national defense or security of the Nation be required 
to notify a central shop or agency of their intention to move a substantial amount 
of material or goods abroad and the central shop negotiate the contract? 

10. Would not this tend to eliminate Government competing against itself for 
the movement of its traffic? 

11. Are we not under a compelling moral, if not a legal, obligation to eliminate 
all forms of competition in the Government? 

12. Is there a need within the civilian agencies for guidance and direction in 
the following areas of traffic management performance? 

(a) Traffic management consideration in stock positioning. 

(b) Elimination of cross hauling to maximum extent possible. 

(c) Consolidation of small shipments. 

(d) Transportation consideration in site selection. 

(e) Regulations compliance review. 

(f) Transportation voucher cost review. 

(g) Statistical analysis. 

(h) Manual preparation. 

(i) Policies and procedures development. 

(j) Rate quotation. 

(k) Routing service. 

(1) Negotiation of appropriate transportation rate levels. 

(m) Appearance before regulatory agencies for transportation rate ad- 
justments. 

(n) Appropriate planning involving all facets of traffic management. 

(o) Bfficient use of premium transportation. 

(p) Loss and damage control. 

(q) Tare weight control. 

Mr. Chairman, these questions almost unanimously answer themselves. 

I want it distinctly understood, Mr. Chairman, that my remarks today must 
not, in any manner, be understood as a criticism or a reflection on any other 
agency or department of the Government. If we can not be completely objec- 
tive about these problems, then we should not, even temporarily, be charged 
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with the responsibility of any function in Government. No agency or depart- 
ment has a monopoly on either intellectual capacity or knowledge of all the 
answers to the problems clamoring for solution in transportation and govern- 
ment. 

When it is urged that the creation of a central management shop, partially 
begun under Public Law 152, would be of economic value to industry and gov- 
ernment, it is important in the beginning to understand that no agency or de- 
partment of government can succeed without and unless the Congress grants 
the funds essential to carry out the express object and purpose of the legislation. 

It has been suggested by historians and attested to by experience that it is 
comparatively simple to place responsibilities in an extra division or depart- 
ment of government; but its correction, transfer or liquidation, even when neces- 
sary, becomes extremely difficult. 

Engaged as we are in the determination of the proper solution of this most 
important problem, it is suggested that any impressivun that it would unduly 
disturb grades of those presently employed in the various departments of gov- 
ernment is without foundation if the proper base is built and it is intelligently 
administered, controlled, and directed. To deny that fear has been a deterrent 
to this long overdue accomplishment would be to deny the truth. To admit that 
because a commodity in one department is different from that transported by 
another department and therefore incapable of being successfully controlled or 
its movement negotiated by a central department of government is without 
reason or logic. The fact of the matter is, there is reluctance in government to 
yield power, privilege, or prerogative. This is not unnatural among mankind. 
It is borne in fear either of a loss of job, position, grade or influence. To lift 
the subject matter on a plane above where there is a total absence of these ele- 
ments is a herculean task. However, a carefully planned approach to the prob- 
lem of servicing the Federal civilian agencies from a central single agency will 
resolve in a businesslike way any operational problems that may arise. 


Mr. Hyper. Yes, sir. 

With reference to the recommendations of the Hoover Commission, 
about the time that the task force and the Commission itself made its 
report, we did foresee what was likely to happen; we prepared for it; 
and did consolidate within the General Services Administration, into 
cne service, lifted out of what was then lodged in the Federal Supply 
Service, the purchasing shop of the GSA—we lifted transportation 
out bodily—and made it a separate service. 

And we tied it together with public utilities because it is dealing 
likewise with a regulated monopoly. Although there is competition 
within transportation, we are in addition dealing with lights, gas, 
and telephones. And so we have established what is called the Trans- 
portation and Public Utilities Service for all of the executive agen- 
cies of the Government. 

I think with that general statement if we will include in the rec- 
ord the results of our work down there for the past 2 or 3 years, it 
may be helpful to the subcommittee. 

Saniatoy Kennepy. The statements relating to implementation of 
the Hoover Commission’s recommendations and to savings effectuated 
by the General Services Administration may appear at this point. 
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(The documents are as follows :) 


Implementation of Hoover Commission recommendations which apply primarily 
to GSA—Report on transportation 


Recommendations Action taken 


GSA has initiated a survey of preauditing of trans- 
portation bills by civilian agencies of the Gov- 
ernment. Progress on this study is impeded by 
a limited staff. 

GSA is supporting the committee print on this 
proposal, 


4(b) That the GSA study and determine whether 
preauditing of civilian agency transportation bills 
is feasible and economical. 


20 (a) That existing laws be modified to provide that 
civilian agencies now exempted from central traffic 
management by the GSA be no longer so exempted, 
except for the movement of the mails or for the 
movement of security-classified goods. 

b) That the Administrator take the necessary steps 
to improve the quality of traffic management 
throughout his organization. 


A new organizational unit. has beer established and 
it is hoped that the Congress will permit proper 
staffing so that GSA’s responsibilities with 
respect to traffic management may be carried out. 

A study has been initiated om the extent of and 
need for tariff files by civilian agencies. This 
study is being progressed as rapidly as present 
staffing will permit. 

Negotiated rates on GSA-controlled shipments are 
made available to those interested. 


(c) That the Administrator advise the President as 
to which agencies should maintain tariff files and 
where these files should be located. 


21 (0) That after negotiated rates for Government 
traffic have been fixed, they immediately be made 
public except to the extent precluded by national | 
security considerations. | 

(d) That regulatory agencies dealing with transporta- 

tion be authorized to request the Department 
of Defense and the GSA, and these agencies be 
required to furnish, unclassified facts and 
statistics to assist them in the performance of | 
their functions. 

Unnumbered recommendation on pp. 83 and 84 re 
manuals and regulations: 

“General Services Administration, Traffic | 
management Division, has issued a manual 


GSA will provide data to regulatory agencies to the 
extent limited stafling permits. 


GSA is presently preparing a traffic management 
manual which is intended to provide instructions 


covering freight traffic management procedures 
and policies. Similar manuals have also been 


and guidance to all Federal civilian agencies. 
Limited staffing has precluded rapid progress on 
this essential project. It is expected that the 


issued by Atomic Energy Commission, Bureau of 
Reclamation, Civil Aeronautics Administration, | manual will be completed before the end of the 
United States Coast Guard, Forest Service, | calendar year. 

Maritime Administration, Tennessee Valley 
Authority, Veterans? Administration. 

‘The sole purpose of a traffic manual is to foster 
uniform practices and procedures among various 
branches of an organization. Seldom, if ever, | 
does an industrial concern publish different 
manuals for each plant or branch office. 

“For the same reasons there should be only 1 
Federal Civilian Traffic Management Manual. 
If there are special conditions existing in a particu- 
lar agency or service, the general manual can take 
care of them by suitable exceptions. The General | 
Services Traffic Manual could be rearranged and 
some of the requirements, particularly those 
involving records and reporting forms, substan- | 
tially simplified and improved. Much time and 
work could be saved if reports and records were 
streamlined.” 
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TABLE I.—Economics in trafic management: Reductions in payment to carriers, 
fiscal year 1955 





| Economies based on actual shipments during period 
Type of economy sia 


Total ! GSA Other agencies 


Total, all types (a) $4, 337, 679.16 | $2, 769,058.09 | $1, 568, 621. 07 
(6) 3, 804, 664. 40 2, 180, 314. 79 1, 624, 344. 61 

1, Reductions in rates and other charges (total): 
(a) Negotiated rate reductions--_...-......-- (a) 2, 895, 962. 40 1, 756, 140. 13 

(b) 2, 8638, 827. 74 1, 620, 745. 81 
(b) Changes in classification ratings | (a) 7,025. 25 
(b) 347. 68 
(c) Storage-in-transit privileges (a) 729, 728. 75 
(b) 318, 034. 87 
(d) Other (reduction in service charges) (a) 601.73 
(b) 225. 59 


~E3 
sSaER 
BRIE 


2, Use of less expensive type of service (total): 
(a) Consolidation of small lots, ete (a) 110, 471. 42 4, 397. 69 
(b) 173, 583. 50 7, 129. 60 
(0) Direct-to-consumer delivery (a) 6,393. 45 
(b) 35, 564. 85 





(c) Other (minimizing use of relative exces- | 
sive methods and modes of transporta- 


3. Eliminating unnecessary expenditures-___...__---- 
1. Use of Government equipment i i | . 
Miscellaneous... Saecaas aie cae inti tanta ian aiid niches | . 97 | 9. 232, 117. 62 

» 141, 028. 14 


Note.—Reeapitulation: 
(a) 1st 6 months, fiscal year 1955 a acalie cad Sngngnte wire os-arecodan es: ii a 
(b) 2d 6 months, fiscal year 1955 , 3, 804, 664. 40 











1 Figures following ‘‘(a)”’ are for Ist 6 months of fiscal year 1955; figures following ‘‘(b)’’ are for 2d 6 months, 


Mr. Exuiorr. I wonder if I could make some brief observations with 
respect to the position of TV A and the State Department ? 

Senator Kunnepy. Yes. 

Mr. Exuiorr. First, respecting the State Department, I want to 
make clear that the Government as a shipper and in dealing with the 
railroads is in a slightly different position than a private shipper who 
necessarily owes a sole duty to his stockholders to get the best and 
lowest rate that he can. 

We feel that the Government’s position is to get the lowest fair rate, 
not necessarily the absolutely lowest barebone rate. In other words, 
as Mr. Hyde indicated, we do have an obligation to see that we do 
not overpay or that the Government is paying more than comparable 
private shippers or paying so much that the railroads get an excessive 
return. In this area GSA must be vigilant in the Government’s 
interest. 

At the same time, we have a duty to see that we are not asking them 
to give the Government so low a rate that the railroad industry be- 
comes economically unhealthy, is not getting a fair return, or that the 
Government is getting a preferential, lower rate than private shippers. 
I do want to make that clear. And that is why I think that Mr. 
Staley’s comments are important. 

TVA appears to be certainly doing a very, very efficient job. At 
the same time, there would be uniform policies with respect to rates, 
so that one department of Government is not getting a rate which. is 
een for the railroads which some other element has to make 
up for. 
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Senator Kennepy. In the case of TVA, why would you feel that 
perhaps their rate is too low ? 

Mr. Ex.zorr. I do not necessarily say that. I am addressing my 
remarks to their emphasis upon their lowest possible cost. 

‘ Senator Martyn. That is in line with my discussion of the other 
ay. 

Mr. Exxiorr. Yes, sir. 

Senator Kennepy. Perhaps you could amplify that for me. 

Mr. Exxiorr. As I understood the TVA testimony, they said 
they had an obligation to get the absolute lowest possible cost, which 
necessarily might weigh upon them with respect to rate negotiations 
an obligation to try to get the lowest possible rate they can get, even 
though that rate might be by itself, or if applied generally, uneco- 
nomic. This might mean a comparable Government shipment would 
have to pay more in order to make it up overall. 

I am not suggesting that they necessarily do that. I am trying to 
point out that there is a decided public importance in having uniform 
policies with respect to rates, rather than to have each agency trying 
to get its own rates solely with relation to its own cost, without rela- 
tion to the overall Government picture and the overall requirements 
of the railroad for a fair rate of return, neither too little nor too much. 

Senator Kennepy. There is no obligation of the railroad to accept 
the traffic if it feels the rate is too low; and there is no obligation on 
the part of any other Government agency to compensate in any way 
the railroad for accepting traffic from another agency at an excessively 
low cost. 

Mr. Exuiorr. There is no obligation, sir, but I think, as Mr. Hyde 
and Mr. Smull can tell you, it sometimes works out in practice with 
various agencies. Isn’t that correct ? 

Mr. Smutx. A tremendous volume of tonnage influences carriers 
considerably. There are times when pressure is exerted to fit these 
volume shipments into their pattern of movement at unreasonably low 
rates and they might go below what could be called the out-of-pocket 
cost. There have been those in Government accused of doing that. 

We think that is not advisable, and would like to have a uniform 
policy so worded than it will not be done. 

Senator Kennepy. Is there any evidence in any of these cases where 
that has been done? Have the agencies involved done that? 

Mr. Smvutt. I have not made a study of that. We have not had the 
number of people in the agency to effect such a study. 

Senator Kennepy. How do you feel it will be more economical and 
more efficient for the Federal Government to take over these projects; 
for example, in the Department of Agriculture, TV A, and the State 
Department, what is unsatisfactory about the way they are operating 
now! How will it be improved if these exemptions are ended ? 

Mr. Smuuu. I could not make a specific statement as to their degree 
of accomplishment, because we haven’t had the capacity in numbers to 
make a specific ney: If the Congress gives us the money to employ 
the le, that will be one of the first actions we would take. 

Mr] yor. We would be the last ones to criticize, Senator, the opera- 
tions of the other agencies because we are not completely familiar 
with their operations, However, we have performed services for 
many of the agencies that are now exempt, and I think with satisfac- 
tion. 
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With reference to a centralized control, and especially with refer- 
ence to rate negotiation, I might say that it is comparable, as men- 
tioned by Mr. Staley and Mr. Shoemaker, to the large corporations 
of the country. They would not think of having 3 budget directors, 
or 3 comptrollers, nor would they have 3 purchasing agents. Like- 
wise they do not have but one single agent for the acquisition of trans- 
portation and traffic management. 

For instance, we have now an inequitable distribution of the Govern- 
ment traffic to and from the various ports of the country. Take 
Boston, for instance. Less than one-tenth of 1 percent of the Gov- 
ernment traffic that moves to and from this country, aside from the 
military, on Government bills of lading, moves through Boston, one 
of the great ports of our country. It is especially essential and neces- 
sary that it be kept in proper shape. 

hat is occasioned, not completely, by the transportation functions 
of the various agencies of Government because, for instance, of the 
location of the stockpile or the movement of grains. We have competi- 
tion for the acquisition of space on the high seas. That should be 
centralized. We should not have to compete with any other agency 
of the Government for space on ships or for charter movements 
whether under a foreign or domestic flag. 

For instance, you take the Bureau of Public Roads. They are 
sending machinery overseas. Should it not be under one central 
shop? Maybe -we all should move over and let the Bureau of Public 
Roads do it. I say transportation should be under one central Gov- 
ernment shop for the acquisition and negotiation of transportation in 
this country, that moves on a Government bill of lading, whether over- 
seas or inland. 

In saying that I do not mean to assert that we have all of the answers 
but I say with one central shop, properly directed and intelligently 
controlled, you are going to get better results and I think more efli- 
ciency and economy for the Federal Government and for the rail- 
roads and other means and forms of transportation. 

TVA is a very fine operation, but we are in competition with them 
for space, for instance, the GSA hauls bauxite, phosphate, and ferti- 
lizer. These items are also shipped by TVA, and yet we are all scram- 
bling for cars. We have a seasonal shortage of cars in this country. 
There is no reason why the Government could not aid and assist in 
preventing the seasonal shortage of cars that occurs if it is under one 
competent head. 

With reference to a central payment shop, for instance, today, Sena- 
tor, you cannot tell, and no agency of Government can tell you, the 
General Accounting Office, the Budget Director, the GSA or any other 
central department of Government can tell you the total tonnage, nor 
the total bill that we pick up in this country. I think therefore, that 
if properly organized on a sound base, and intelligently directed from 
a central source, we will be able—and if we centralize the payment, 
for instance, for the transportation of this country, I think we will 
be able to do a very effective job. It would be better for industry 
and Government to have centralized management, negotiation, and 
payment, 

Senator Martin. That is along the line that I was interested in the 
other day in our brief discussion. You have heard of the situation that 
existed before the creation of GSA. We had plenty of cases of 





98 WAREHOUSING AND TRANSPORTATION 


embarrassment and lack of clear-cut knowledge of the situation con- 
fronting us when it came to expanding for World War II, and it led 
us to desire an agency such as GSA. 

That is along the lines that we were discussing the other day 
and I appreciate this further enlightenment. There are some places 
where we must move cautiously, and particularly over in the State 
Department field, and there may be other fields—I have no definite 
idea of where the lines must be drawn, except I am inclined to go 
in the direction of centralizing under GSA the functions that can 

roperly be centralized because I lived through our struggle in 

orld War II without GSA. 

I want some of the headaches we had then—and they were not minor 
headaches—eliminated. 

Mr. Exxiorr. If I might comment about the State Department with 
reference to the Foreign Buildings Act, I recognize—and they pre- 
sented a very effective case with reference to the use of foreign cur- 
rency—it is not clear in my mind, from hearing the Fi giasang? pal what 
the relation is to this particular committee print. It seems to me that 
their problem is more related to the real property management recom- 
mendations of the Hoover Commission and might well be considered 
by this subcommittee if and when you consider legislation with ref- 
erence to real-property management. I am at a loss as to how it af- 
fected transportation. 

Senator ney We have a letter from Robert C. Hill, Assistant 


Secretary of the Department of State, quoting the views of United 
States Commissioner Hewitt of the International Boundary and Water 
Commission, which Mr. Loy W. Henderson, Deputy Under Secretary 


of State, indicated on May 3, 1956, would be forthcoming. The letter 
reads, in part (see p. 101 for complete letter) : 

My only comment goes to the provisions of subsection (h) (1) (B) of the com- 
mittee print vesting in the Administrator of General Services, exclusive author- 
ity for “the procurement and supply of storage services, including the operation 
and management of warehouses, supply centers, repair shops, fuel yards, and 
similar facilities.” 

Without a better definition of “storage services,” this provision if enacted into 
law would seriously impair our operations. For example, this agency has a 
repair shop used for the servicing and repair of our automobiles and other ma- 
chinery, including the repair and service of furniture and fixtures used by our 
personnel in performance of their official duties. The operation of such a repair 
shop by the General Services Administration would probably not be justified from 
its point of view, but its services are essential to our efficient operation. 

Would you care to comment on that ? 

Mr. Exxiorr. I would like to draw, by way of analogy on the motor- 
ne legislation which this committee approved and has now been the 

aw for the last year and a half. 

GSA did not pretend at that time, nor do we now, that complete cen- 
tral control and physical operation of all motorcars is necessarily eff- 
cient. We are trying to establish motor pools where there is a common 
identity of use that makes it practical, efficient and economical. There 
are many cases where, in field operations, the use of cars is not sus- 
ceptible to a central motor pool, for instance, forest rangers, inspectors 
for the Department of Agriculture, and so on. It would be inefficient. 

Similarly, with respect to storage services—and this bill would 
merely remove some exemptions from our authority—as we said the 
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other day, to make a determination that it is efficient and: economical 
requires us to consult with the other agencies and to have due regard 
for their program activities. 

If the International Boundary Commission, if the Forest Service, 
the National Park Service, to mention a few instances, have an isolated 
repair shop in the mountains or on the boundaries that’ they need 
almost solely for their own operations away from the metropolitan 
areas, it would not make sense to break that one down, take it away or 
have it run from some central organization that has headquarters 50 
milesaway. It ought to be left there. 

So I would say to you, sir, certainly I do not contemplate that this 
bill, or the Hoover Commission recommendations, or our own thinking, 
necessitates that in the field of storage spaces we are going to insist 
on central operation. We would expect to try to provide some uni- 
form guidelines for storage and, in cases where it will help the pro- 
grams of the agency, save money and produce efficiency to the Gov- 
ernment, take over the physical operation; but, by all means, not to 
take over where it would not accomplish those objectives. 

Senator Kennepy. You heard the discussion between Mr. Shoe- 
maker and Mr. Estes relating to the State Department’s overseas ship- 
ments. Do you feel that GSA should control the shipment all the 
way, or whether you should stop at the waterfront ¢ 

r. Exxiorr. Speaking for myself—and I think Mr. Hyde agrees 
with me, but if he does not, he is at liberty to speak—I think Mr. 
Staley’s and Mr, Shoemaker’s suggestion was an excellent one; that 
is, that there should be some central management and control of al! 
of this ocean transportation, that the stopping point ought to be on 
delivery at the foreign port. 

Senator Kennepy. The United States Information Agency takes the 
position in their letter of May 7, 1956 (see p. 102), that the GSA con- 
trol should stop at our own waterfront, but you feel that it should 
be carried to the foreign port? 

Mr. Exxiorr. We feel very definitely that there should be uniform 
and central dealing by the Government with the ocean carriers, and 
insofar as servicing their needs, as Mr. Staley remarked, the trans- 
portation people do not say what is to be shipped, or when it is to be 
shipped—the operating people say that—the transportation people, 
who are as Mr. Staley said, only a service unit, then accomplish the 
shipment at the time the operating agency wants it, in the most eco- 
nomical and efficient way. And we feel that can be done better by a 
central agency with respect to ocean transportation. ; 

Senktor' Risiniby: ou heard the Department of Agriculture’s ob- 
jections—I summarized them quoting from the letter from Mr. Mc- 
Connell about the special oo that the Department of Agricul- 
ture has with respect to the transportation of foodstuffs which are 
perishable, Mr. McConnell maintains it would be better to | this 
activity in the Department rather than to transfer it toGSA. Would 
Tipe agen ne Hyd Mr. Smull | 

r. Exazzorr. My e or Mr. Smull. 

Mr. Hypr. I would like to say, as Mr. Staley and Mr. Shoemaker 
both pointed out, when you down all of the traffic that is hauled 
in this country into its various component parts it represents perish- 
ables, it represents premium movements, and every shipment may be 
different. Where are you going to draw the line? 
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Today, for instance, some central shop should purchase transporta- 
tion on the high seas for the ICA, the Bureau of Public Roads and 
all other civilian agencies and yet a few in Government continue to 
say “Let us have 3 or 4 bargaining agents to negotiate for the Federal 
Government and obtain space on the high seas.” How long will we 
continue this competition ? 

You have to coordinate incoming and outgoing traffic which moves 
on a Government bill of lading. It should be under one central shop, 
whether it be GSA or some other Department of Government. 

It so happens that we are down there temporarily as public servants. 
No limitation should be placed on any movement me by rail, 
motor, inland waterway or overseas. Management and negotiation 
should apply across the board under one head. Why stop at the 
water’s edge. We have traffic coming back to this country. Why 
should we stop it when we get it to Baltimore? We send a ship out on 
the high seas with something that is going over to Turkey, for instance, 
or to Egypt. We have something that is coming back for the Govern- 
ment stockpile. Our agency does not know what the other agency is 
doing. Competition could be eliminated. It would result in savings, 
economy, and efficiency. 

In my judgment it is the only sound, sensible approach to the solu- 
tion of this problem. 

Senator Kennepy. What would you do with the personnel em- 
ployed by the State Department to supervise their transportation 
services overseas? What would happen to them? 

Mr. Hype. They are still working over there but they could work 
under the direction and control of a central shop in the purchase of 
transportation. 

Senator Kennepy. Would they be paid by GSA or by the State 
Department ? 

Mr. Hypz. That is something that could be worked out. We do not 
have the money to pay them, because this committee was kind pagan 
to create GSA, but the Congress has not seen fit to give us all of the 
money we think we are entitled to. 

Senator Kennepy. Would the personnel in TVA, the State Depart- 
ment, and the Department of Agriculture who now handle transporta- 
tion be transferred to the payroll of GSA, or would they continue to 
work for those agencies:and merely carry out the policies which the 
central traffic agency prescribed ? 

Mr. Hyps. Physically they would have to remain where they are. 
Whether or not they should be on our payroll or on the payroll of the 
State Department, for instance, or the Bureau of Public Roads, is a 
matter that. would have to be worked out under the direction of the 
heen of the Budget. However, it is not insurmountable. It could 

done. 

Mr: Ex1aorr. I do not think you could draw a hard and fast line for 
all agencies with respect to that. We do feel there should be, in all 
eases, uniform policies. The extent to which, however, GSA would 
take in and directly control operations is-gomg to have to vary.on a 
case by case basis, .In many cases, obviously, our control would: be 
only that ofa policy control, in which event the employees would be 
clearly employees of the operating agency. 
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In the case of where it was in the public interest to take over actual 
operations, as Mr. Hyde said, the people would have to be there 
Pp ysically to do the work, just as Mr. Staley said the people would 

ave to be there physically in TVA. I am not too sure it would neces- 
sarily become very important as to whether the same green paycheck 
for the same amount had “GSA” or “State Department” on the top. 
That is something that could be worked out amicably. 

Senator Martin. I have no further questions. 

Senator Kennepy. Unless you gentlemen have any further state- 
ment we want to thank you. We appreciate your coming forward. 
If we need additional information we will be in contact with you. 

Certain letters dealing with this legislation will be placed in the 


record at this point. 
(The letters referred to follow :) 
DEPARTMENT OF STATE, 
Washington, May 9, 1956. 
Hon. JoHN F.. KENNEDY, 
Chairman, Committee on Government Operations, 
United States Senate. 

DEAR SENATOR KENNEDY: Mr. Loy W. Henderson, Deputy Under Secretary for 
Administration, stated, before the Committee on Government Operations on 
May 3 that United States Commissioner Hewitt on the International Boundary 
and Water Commission, because of his distance from Washington, had not been 
able to furnish his views regarding the proposal to amend section 602 (d) of 
Public Law 152, the Federal Property and Administrative Services Act of 1949, 
as amended. Mr. Henderson promised that these views would be forthcoming 
shortly, and I quote them below: 

“My only comment goes to the provisions of subsection (h) (1) (B) of the com- 
mittee print vesting in the Administrator of General Services, exclusive authority, 
for ‘the procurement and supply of storage services, including the operations and 
management of warehouses, supply centers, repair shops, fuel yards, and similar 
facilities.’ 

“Without a better definition of ‘storage services,’ this provision if enacted 
into law would seriously impair our operations. For example, this agency has 
a repair shop used for the servicing and repair of our automobiles and other 
machinery, including the repair and service of furniture and fixtures used by 
our personnel in performance of their official duties. The operation of such a 
repair shop by the General Services Administration would probably not be justi- 
fied from its point of view, but its services are essential to our efficient opera- 
tion 

“Likewise, due to the widely separated operations of this agency along the 
southern boundary, extending from San Ysidro, Calif., to Brownsville, Tex., 
it is necessary to maintain relatively small warehouse stocks at 10.locations 
convenient to such operations. These warehouses are in the nature of service 
warehouses, storing limited amounts of supplies, materials, motor fuels, and 
repair parts for use in the respective projects. Three of the warehouses utilize 
the services of one storekeeper each and the smaller warehouses require no 
personnel in addition to those assigned primarily to other duties. 

“In view of the remote location of some of the storage facilities and the 
limited amount of warehousing involved, as well as the increased personnel re- 
quired, I do not consider that the best interests of this agency or of the Gov- 
ernment would be served by the transfer of these minor functions to another 
agency.” - 

The Department concurs in Commissioner Hewitt’s opinion that the pro- 
posed change would be inefficient and costly with respect to the activities of the 
United States Section of the International Boundary and Water Commission, 
and would threaten serious impairment of its operations. 

Sincerely yours; 


Rosert C. Hii, Assistant Secretary. 
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Unirep ‘STaTes INFORMATION AGENCY, 
Washington, May 7, 1956: 
Hon, JoHN F. KENNEDY, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, United States Senate. 


Deak Mr. CHAIRMAN: I am taking this opportunity to express the views of the 
United States Information Agency regarding a proposal, presently before your 
committee, to amend section 602 (d) of Public Law 152, the Federal Property 
and Administrative Services Act of 1949, as amended. Through Mr. Loy W. 
Henderson, Deputy Under Secretary for Administration, the Department of 
State has presented to your committee its views on this proposal. The United 
States Information Agency subscribes completely to Mr. Henderson’s statement. 

The United States Information Agency was created August 1, 1953, under 
Reorganization Plan No, 8, implemented by Executive Order 10477, under which 
the Director was clothed with certain of the authorities of the Secretary of State 
under the Foreign Buildings Act of 1926, and the Foreign Service Act of 1946, 
and other authorities of the Secretary, expressed and implied. The Agency’s 
operations are oriented exclusively overseas through its United States Informa- 
tion Service posts, information centers and libraries, relay bases, and reproduc- 
tion centers. Our posts are an integral part of diplomatic and consular estab- 
lishments of the Department of State. 

Insofar as the committee print under your consideration deals with the pro- 
curement of domestic transportation and storage services, common to all Govern- 
ment agencies, this Agency would have no objection to its enactment. On the 
other hand, it has never been clear that the Federal Property and Administrative 
Services Act is applicable to the necessary logistical support of the Agency’s 
overseas establishments. 

The Agency operates through the Foreign Buildings Office of the Department 
of State in respect to its overseas real estate and is in complete agreement with 
the views expressed by the Department of State in this area. 

The United States Information Agency carries out its travel and transporta- 
tion services by adoption of the Foreign Service Travel Regulations promulgated 
by the Department of State in accordance with the Foreign Service Act of 1946. 
We believe that such regulations, specifically tailored for overseas travel, must 
be continued. Overseas travel, involving the necessity for knowledge of foreign 
law, regulations and customs, the complexities of international air and surface 
transportation, passport and visa problems, and the like, impresses us as being 
singularly appropriate for regulation under the Foreign Service Act and for 
administration by the Agency itself in view of its wide experience in this field. 

Except where a vendor occasionally ships directly to an overseas post, the 
Agency utilizes the facilities of the United States Despatch Agency, an activity 
of the Department of State, exclusively for its foreign freight operations. The 
services of the United States Despatch Agency have always proved highly effi- 
cient and completely satisfactory to the Agency for the shipment of supplies and 
materials; equipment, furniture and furnishings; publications; exhibits; and 
household effects. We therefore subscribe to the views of the Department of 
State in respect to the United States Despatch Agency. 

The Agency has construed the intent of Congress as limiting the scope of the 
Foreign Property and Administrative Services Act, as amended, with the excep- 
tion of title 4 dealing specifically with foreign excess property, to the domestic 
functions of the Government which are common to most agencies. The Agency 
has, however, as a matter of choice, followed the regulations promulgated by the 
General Services Administration in connection with storage and warehousing 
overseas, éxcept where the special situations existing in some parts of the world 
would preclude a rigid observance thereof. We urge the committee to clarify this 
matter and authorize the continuance of this procedure. The Department of 
State, in fact, provides the Agency, through an administrative support agreement. 
with a majority of these services. We join the Department of State in their 
views on overseas storage and warehousing services. 

‘I wish to emphasize that the Agency has always welcomed the guidance and 
assistance of the General Services Administration in its overseas operations, and 
our relations have always been on an excellent basis. However, we believe that 
flexibility of operation at foreign posts must be retained by the Agency. 

I urge the committee to give its consideration to these views and regret that 
I was unable to present them in person. 

Sincerely yours, 
THEODORE C. STREIBERT, Director. 
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CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 
Washington, D. C., May 7, 1956. 
Hon. JoHN F. KENNEDY, 
Chairman, Subcommittee on Government Reorganization, Committee on 
Government Operations, Senate Office Building, Washington, D: C, 


DesR SENATOR KENNEDY: The Chamber of Commerce of the United States 
favors the enactment of S. 2365 and S. 2366, now receiving consideration by 
your subcommittee. 

S. 2365 would direct the General Services Administration to exercise all func- 
tions heretofore exercised by each civilian agency of the Government with 
respect to the operation and management of warehouses and other storage 
facilities. 

This legislation is necessary to clarify GSA authority in these fields. It is 
in accord with a recommendation of the Commission on Reorganization of the 
Executive Branch of the Government on the subject, of which we approve. 
This recommendation states that the Congress should give to GSA the necessary 
authority to integrate into its own control, or to compel coordination of, all 
civilian agency storage. 

While we approve of S. 2365, we consider it only a step in the right direction. 
The chamber’s members adopted the following declaration with respect to this 
subject in their annual meeting on May 2: 

“Government warehousing: To the extent that federally owned and operated 
warehouses are less efficient and more costly to operate than are comparable 
commercial facilities, all agencies of the Federal Government should make the 
greatest use possible of the public merchandise, refrigerated, and household goods 
warehousing industries for the storage of Government-owned commodities and 
the Government should divest itself of presently owned warehouse facilities wher- 
ever possible.” . 

It will be noted that while the bill would transfer storage operations of other 
civilian Government agencies to the GSA, the above declaration would call for 
greater use of commercial facilities and disposal of presently owned Government 
facilities wherever possible. \ 

The Commission on Reoyganization of the Executive Branch of the Govern- 
ment has commended to the attention of Government agencies the administra- 
tive proposals of its Special Task Force on Federal Depot Utilization. Among 
these proposals are two which have special significance in connection with the 
above chamber declaration: (1) that a uniform system of cost accounting for 
storage operations be established, including provision for realistic comparisons 
between governmental costs and commercial charges for like services, and (2) 
that after providing for storage of stockpile materials and strategic reserve facil- 
ities, surplus and excess Government storage facilities should be disposed of. 

With its authority clarified as provided in S. 2365, GSA will then be in a posi- 
tion to implement these further administrative recommendations of the Special 
Task Force on Federal Depot Utilization. 

S. 2366 would cancel the exemption of certain Government agencies from the 
traffic management functions of GSA and the policies prescribed by the Admin- 
istrator, with certain stated exceptions pertaining to national security and 
national interest. This proposal is in accord with findings and recommendations 
of the Commission, of which the chamber approves. 

Government warehousing and traffic management have been the subject of 
serious thought and consideration by representatives of the transport industries 
and commercial users of transport in the chamber’s membership, and it is their 
conclusion, that the legislation under consideration is necessary in the interest 
of orderly and efficient Government operations in these fields. 

It will be appreciated if you will make this letter a part of the record of the 
hearings on 8. 2365 and S. 2366. 

Cordially yours, 
CLARENCE R. MILes. 
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INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Watshington, D. C., May 10, 1956. 
Hon. Joun F. KenNepy, 
Chairman, Subcommittee on Reorganization, 
Senate Committee on Government Operations, 
United States Senate, Washington, D.C. 

Dear Mr. CHAIRMAN: I understand your staff has requested this agency to 
comment on a proposed bill to amend the Federal Property and Administrative 
Services Act of 1949, as amended. 

In the conduct of the mutual security program it has been the practice of this 
agency to coordinate its operations with the requirements of the Federal Property 
and Administrative Services Act to the maximum extent practicable. However, 
where this has not been possible in view of the nature of our operations we have 
relied on the present exemption provided for by section 602 (d) (2) of the act. 
Past experience has proved that this agency must retain operational control over 
its activities abroad if it is to operate effectively. The mutual security program 
expands, contracts, and changes character so rapidly, and simultaneously in so 
many areas, that accomplishment of its purposes could be delayed and hampered 
if the control for aspects of its operations, were assigned elsewhere. 

Furthermore, it appears from a review of the Federal Property and Adminis- 
trative Services Act of 1949 that, with the exception of title IV which deals 
specifically with foreign excess property, the scope of the act is limited to the 
domestic functions of Government which are common to most agencies. This con- 
firms our view that agencies such as the International Cooperation-Administra- 
tion which are engaged in operational activities overseas require special con- 
sideration. 

The bill, if enacted, would affect both our administrative and program opera- 
tions. However we note that the bill as drafted authorizes the President to re- 
store the present statutory exemption by Executive order. This would seem to 
indicate an awareness of need for the exemption of certain activities from the 
coverage of the bill. If the bill is passed as proposed it will be necessary for our 
agency to apply for such an exemption to maintain the flexibility necessary to 
earry out the mutual security program. “ 

Yours very sincerely, 
JOHN B. HOLLISTER. 


Mr. Exasorr. Thank you, Senator Kennedy and Senator Martin. 
We appreciate this. 

We have a tabulation here which is in relationship to other Govern- 
ment agencies, as to exemptions from Public Law 152, which we should 
like to have made a part of the record for vour information. 

Senator Kunnepy. It may be made a j\a°t of the record at this point. 

(The summary is as follows:) 


GENERAL Services. ADMINISTRATION 


The following 16 Government organizations which are exempted from Public 
Law 152 availed themselves of GSA transportation services and received the fol- 
lowing benefits: 

I. Bureau of the Budget 

(@) Formulate basis for transportation allowance on houséhold goods move- 
ments for employees of executive agencies. 

(6) Supply technical traffic advice covering request of special planning of 
executive agencies. Illustration: Furnish information to the Bureau upon re- 
quest which results in disallowance of appropriation to Bureau of Animal 
Industry on a proposed program. 

2. Executive Office of the President 
(a) (Special confidential move for the White House.) 


3. Office of Defense Mobilization 
(a) Furnish traffic information covering various programs. 
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4. Central Intelligence Agency 
(a) Furnish confidential information on transportation matters involving 
security movements. 
5. General Accounting Office 
(a) Investigate and make administrative determination om postmortem trans- 
portation cases. 
6. Government Printing Office 
(a) Furnish transportation advice which results in substantial economies. 
7. Library of Congress 
(a) Handle secret movements of films. 
(b) Arrange for transportation for movement of photographic plates. 
8. Atomées Energy. Commission: 
(a) Furnish thousands of freight rates. 
(bv) Handle transportation accounts on excess property to trust territories and 
contractors of GSA. 
(c) Concluded comprehensive survey on coal rates involving substantial trans- 
portation economies. 
9. Joint Committee on Government Printing: 
(a) Make transportation survey on paper purchases. 
(b) Render transportation services when requested. 
10. Administrative Office of United States Court: 
(a) Furnish transportation advice and assistance when requested. 
11. Committee on Purchase of Blind-Made Products: 
(a) Render transportation advice when requested. 
12. District of Columbia: 
(a) Act in capacity of traffic manager in matters of transportation. 
18. Department of Defense: 


(a) Cooperate with DOD in matters of joint interest. 
(0) Arrange most economical transportation on purchases made from or 
through GSA to defense activities. 


14. Tennessee Valley Authority: 

(a) Provide limited traffic-management service. 
15. National Guard: 

(a) Act in capacity of traffic managers. 
16. United States Secret Service: 

(a) Render traffic advice and assist in arranging for official movements. 

Senator Kennepy. The subcommittee will now recess subject to 
call of the Chair. 

(Whereupon, at 12 noon, the subcommittee recessed, subject to 
the call of the Chair.) 

x 














